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MUTUAL SECURITY APPROPRIATIONS FOR 1953 


Monpay, JUNE 2, 1952 


GOVERNMENT AND RELIEF IN OCCUPIED AREAS, 
DEPARTMENT OF THE ARMY 


WITNESSES 


HON. EARL D. JOHNSON, ASSISTANT SECRETARY OF THE ARMY 
BRIG. GEN. A. L. HAMBLEN, CHIEF, CIVIL AFFAIRS AND MILITARY 
GOVERNMENT 
BRIG. GEN. JAMES M. LEWIS, CIViL ADMINISTRATOR, UNITED 
STATES CIVIL ADMINISTRATION OF THE RYUKYU ISLANDS 
STUART T. BARON, DIRECTOR OF FINANCE, UNITED STATES CIVIL 
ADMINISTRATION OF THE RYUKYU ISLANDS 
STUART H. D. FREED, BUDGET ANALYST, BUDGET DIVISION 
FRANCIS SHACKELFORD, COUNSELOR, DEPARTMENT OF THE 
ARMY 
Amounts available for obligation 


Appropriation or estimate____. : ‘ $238, 000, 000 $22, 500, 000 $12. 820. 000 

Transferred to ‘‘Government and relief in occupied area of 
Austria,’”’” Department of State, pursuant to Executive 
Order No. 10171, dated Oct. 13, 1950_........__.- es 


— 2, 718, 495 


Adjusted appropriation or estimate -- 235, 281, 505 22, 500, 000 12, 820, 000 
Proposed supplemental due to pay increases..________- 530, 000 
Reimbursements from other accounts....._.__- ‘ ; : 478, 522 35, 219 

Total available for obligation. . : 235, 760, 027 23. 065, 219 12, 820, 000 
Unobligated balance, estimated savings. 3 -1, 756, 996 

Obligations incurred Letts 234, 003, 031 23, 065, 219 12, $20, 000 
Comparative transfer to— 

“Military personnel, Army’’....-- : , —1, 715, 120 
“Government and relief_in occupied area of Austria,” 
Department of State___. —1, 387, 368 
Total obligations.............-. = ae 230, 900, 543 23, 065, 219 12, 820, 000 
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Obligations by activities 


i _— 
is Description 1951 actual 
4 Direct Obligations 
7 1, Adr istration and reorientation: 
‘ Ryukyu Islands, Office, Occupied Areas, and 
4 Triest 
(1) Administration $3, 722, 403 
ee (2) Reorientation 985, 949 
Subtotal, Ryukyu Islands, Office, Occu- 
pied Areas, and Trieste- 4, 708, 352 
5) Japan 
1) Administration..........-- ae = eRe 9, 618, 497 
2) Reorientation............- aoe al 86, 299 





Subtotal, Japan.---_. 13, 104, 796 


lotal, administration and reorientation. - 17,813, 148 


Total obligations payable out of reimbursements from 


ether accounts... _-- pes Sa cain carne Sie eek | 478, 522 
Total obligations- -- ; Pee A teas Se chen tenne 230, 900, 543 


2. Economie aid | 
1) Ryukyu Islands.--- 36, 186, 599 
OP RE vn shsin ti ana Rukenticaeteanke 176, 422, 274 
Total, economic aid _- 212, 608, 873 
Total, direct obligations.-_- Sit. eee 230, 422, 021 
Obligations Payable Out of Reimbursements From | 
Other Accounts | 
1. Beortentation—Tanen. ... . 23 sc.seshcin sess cece 2,017 | 
2. Economie aid—Japan - .--- Lipa es Ea See ae 476, 505 


1952estimate 1953 estimate 


$2, $2, 145, 000 
675, 000 


IRR, 465 
700, 000 
3, OSS, 465 2, 820, 000 
435 
2, 603, 900 





6, 979, 435 
2, 820, 000 


10, 067, 900 


12, 962, 100 10, 000, 000 
12, 962, 100 10, 000, 000 


; 23, 030, 000 12, 820, 000 


650 |____- a 
34, 569 F ae 





~ 12, 820, 000 


23, 065, 219 
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objects 


Obligations by 




















Object classification 1951 8 i] 
Direct Obligations 
RYUKYU ISLANDS, TRIESTE, AND OFFICE, OCCUPIED AREAS 
Total number of permanent positions. .........-.-.--- 5 
Full-time equivalent of all other positions...........---- + 
Average number of all employees......-.----..-..------ 1, 437 
Average salaries and grades 
General schedule grades: 
Average salary_.............. pasictin didi stwe $5, O78 
Average grade GS-5 
Crafts, protective, and custodial grades 
Average salary ee sarah x peti cedivenaes $2, 565 
Average grade OEE TREN & CPt 
Ungraded positions: Average salary_....-....----.------ $165 
Personal services: 
Permanent positior setiowe Sadee easter $2, 
Part-time and temporary positions ak ee 
Regular pay in excess of 52-week base 
Payment above basic rates . P eeabidl 43, 420 
Payment to other agencies for r jetail 04, 5 
Total personal services........--.-.-- is 
2 Travel a ee ae kas i 


Transportation of things 
Communication services ; ae 
Rents and utility services......-- eee es 
Printing and reproduction. ainsi 
Other contractual services..-.-.---- aes 
Supplies and materials-__- 
Equipment._-_- meee 

















Subtotal direct obligations, Ryukyu Islands, Trieste, 
and Office, Occupied Areas. - - 40, 894, 951 
JAPAN 
ee ee ee thet 10, 056, S57 
02 Travel ou ¥ des tic Riera meee as ae 836, 514 
03 Transportation of things_- : Be regan eat koa 15, 746, 348 
04 Communication services_- aes ae 320, 000 
05 Rents and utility services = : % 90, OOK 
06 Printing and reproduction...........-..-- 
07 Oot ‘7 
O8 : 161, 500, 436 
09 ea 2 : 10, 518 
ns, Japan , 189, 597 

Total direct obligations 2 2 
Obligat ic ns Payable Out of Reimbursements From Other Acco 
03 thir . y 
OS terla 477. 899 

Total obligations payable out of reimbursement 

other accounts - Joes coded ee (78, 522 
Total obliga Se ee ne i I 230, Y 54 
Analysis of expenditures 





Unliquidated obligatior Dis dsteés ccdain dndwes — 1,159 
Obligations incurred durin beentases Serene peat ieee te O31 
475, 574, 190 

ee Saini : 478, 522 

f Ve iv } ERs é i 

ior yVears.....-.- 15. S68 is 





ditures_. 


Total expen 





Expenditures are distributed as follows: 
Out of current authorizations. ................-.-..- 142,0 
Out of prior authorizations - sive ainlaiia arigelnt 206, 9 


Out of anticipated 1952 supplemental for pay 
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Mr. Gary. The committee will be in order. I am very happy to 
state that our committee has been enlarged this year and we will 
have the pleasure of having as members of the committee Mr. Mc- 
Grath and Mr. Clevenger. I welcome you two gentlemen to the 
committee. 

We meet this afternoon to consider estimates of the 1953 fiscal 
year appropriation for ““Government and relief in occupied areas.” 

The budget estimate for this item was $12,820,000. There is a 
revised estimate of $11,810,000. Those figures appear on page 806 
of the justifications which will be inserted in the record at this point. 
In addition there is a breakdown of the items on page 805 of the 
justifications, which we will also insert in the record at this point. 
(The matter referred to follows: ) 


Statement of estimate ‘‘Government and relief in occupied areas,”’ fiscal year 1953, 
as revised, indicating increase or decrease by activity and project 





! 





Estimate, | Estimate, | ’ 
Rasud Stee eee) ae? | Increase (+) 
Activity and project fis¢ at ar nen ze ar | or 
sai bAvaed agnca (— 
(original) (revised) decrease (—) 





1. Economie aid: 


' | 
' } 





110 Grain, food and kindred products ---- $5, 078000: 1..- $6,078,000 4.0 cece 
120 Fertilizer materials and seeds : 700, 000 | ; 7 aa 
130 Petroleum and petroleum products BOOMS 800, 000 | 600, 000 1 ctwntsaniowns 
140 Raw and semifinished materials os Ses 6, 000-1. ............ — $806, 000 
170 Machinery, repair and replacement parts. _-_-_-- . eee — 500, 000 
180 Supplies and service equipment__.-----.-------- 75, 000 |-- scenes —75, 000 
19D. WEOEGr VORIIOS BOG DATE oii inn ne enn nnn nel 243, 000 |_- ake — 243, 
420 Transportation of commodities ues 903, 000 | 1, 927, 000 +1, 024, 000 
Total economic aid Chee Os TER ae mere ri 9, 400, 000 —600, 000 
4. Civil information and education (reorientation): | | 
160 Information and education materials. eannumn’ 375, 000 | 320, 000 
450 Exchange of persons______ oo ete ye TAESE SSE 300, 000 | 300, 000 |- 





Total civil information and education ail 675, 000 | 620, 000 


3. Administration: 
Ryukyu Islands: 








410 Pay of civilian employees ee carem enact 1, 762, 000 1, 407, 000 
415 Travel of civilian employees : —_ 75, 000 75, 000 
430 Incidental operating expenses &, 000 8, 000 
Subtotal Rvukyu Islands__-._------ ree 1, 845, 000 | 1, 490, 000 | 
Office, Occupied Areas: | 
110 Pay of civilian employees. _--.--- aie ‘i 206, 430 | 206, 430 |_...-- 
Trieste } 
410 Pay of civilian employees.-.-_------- ere } 93, 571 93, 570 is 
Total administration...-......-.---- on 2, 145, 000 | 1, 790, 000 —355, 000 
Total estimate fiscal year 1953 _- 12, 820, 000 | 11, 810, 000 — 1,010,000 
| 


Mr. Gary. The appropriation for 1952 was $22,500,000. The esti- 
mate for 1953 as revised is $11,810,000, a decrease of $10,690,000. 
The total request is distributed: For the Ryukyus, $11,510,000; for 
Trieste, $93,570; and for United States expenses, $206,430. 

We shall insert in the record also the tables appearing at pages 812 
and 817 of the justifications. 

(The matter referred to follows: ) 
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Recapitulation of direct obligations by objectives of expenditures, fiscal year 1953 























aay nal ! | i ' 
| Personal | | Transpor- Rents Other | Supplies | eonD- 
Proj- | | curvines | Travel tation of utility ‘contract’ and ma- ae | 
ect Purpose of project | ° things | . gi Serelors terials {| © | Total 
No. | | ervices 
| (01) | (02) | 3) | (5) | (07) | (08) | (09) | 
aN | wa | | 
110 | Grain, food and kin- | | | | 
| dred products_-. Blot aGitle Lote ict facil eaiieh i oles : _. $5, 973, 000}... .. $5, 973, 000 
120 | Fertilizer materialsand | | | H j 
seeds_- Scere (re, Be lain ats Ee eae 700, 000)-....-.| 700, 000 
130 | Petroleum and petro- | | | j | | 
A SS By ees Peeeer) enone SS eeeeet Heer 800, 000). _. | $00, 000 
160 | Information and edu- | 
| _ cation materials... ...|-.......-.|--.----|----------|--------| $25,000} 262, 000)$33, 000; 320, 000 
410 | Pay of civilian em- 
ployees. -. SOR OON sf Sob ea SE 000 
415 | Travel of civilian em- | | j 
ployees. _- See ee iets aoc ce 75, 000 
420 Transport: ition of com- | | i | 
| _ modities- - ag Panes are |$1, 927, 000 bea See eet eee eee | 1, 927, 000 
430 | Incidental | | } 
| expenses__- 2 Rep eet Be mec aere | $5,000) 1, 600 2 000)... -31 8, 000 
450 | Exchange of persons _- | 180, ie A aa Cab 85, 460 cae! | 300, 000 000 
: | ee ee oe Oe 887, 705 108, 835 1, 927 927, 000 5,000; 111, 460 7, 737, 000 33, 000 ii, $10, 000 000 
Section I. Economic Arp 
Summary of projects—Ryukyu Islands 
| Actual | Estimated | = 
| obligations | obligations | From yond 
fiscal year | fiscal year ry 
1951 1952 
WE bcos cen ckscadioxesss rT ee See, ee | $37, 730, 402 | $12, 841, 945 $9, 400, 000 





Economic aid 





Activity 





Budget estimate 





tons 


Ran § | Require- | Nonappro- 
von oe | ments priated : 
tons value funding Metric ae 
1 





j 
110 Grain, food and kindred products- ---.-_- 78,500 $14, 649,000 | $8, 676, 000 32,400 $5, 973, 000 





120 Fertilizer materials and seeds__ Broek: 23,076 | 1,825, 000 1, 125, 000 9, 590 700, 000 
130 Petroleum and petroleum products.- paceeae | 38, 991 | 985, 000 | 185,000 , 30, 997 800, 000 
140 Raw and semifinished materials -____._- 50,090 | 3,783,000 | 3,783,000 0) 0 
170 Machinery, repair and replacement parts | 3,000 | 1,500,000 | 1, 500, 000 0 0 
180 Supplies and services equipment --_----- 11, 698 | 13,677,000 | 13, 677,000 0 0 
190 Motor vehicles and parts.__-.....---.--_-| 1,620 | 1,060,000 | 1,060,000 0 0 
420 Transportation of commodities. -..........|....-...---- } 3,115,000 | 1,188,000 |.......-.- 1, 927, 000 

gt Paw etaee g § aie Re Be Rete ee ee : Pa en 206, 975 | 40,594,000 | 31, 194, 000 72, 987 | 9, 400, 000 





GENERAL STATEMENT 


Mr. Gary. We have with us as a witness the Honorable Earl D. 
Johnson, Assistant Secretary of the Army. We shall be glad to hear 
from you at this time, Mr. Johnson. 

Mr. Jounson. Mr. Chairman and members, I have not prepared a 
formal set of remarks, but instead I would like to ask the committee’s 
indulgence to talk informally for a few minutes about the whole 
problem of the Ryukyus because, as vou have just said, all but about 
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$300,000 of this entire requested appropriation is destined for use in 
the Rvukyus and even part of the $300,000, which represents United 
States expenses, is also a part of the Ryukyu problem. 

The only moneys definitely marked other than that are for Trieste, 
$93,000. This, of course, as the committee knows, is a scaling down 
from several hundred million dollars when we had Germany and 
Japan, and now we are down to the Ryukyus. 

I think the committee undoubtedly realizes that the occupied areas 
are only one of my responsibilities, and approximately 6 weeks ago I 
was transferred from that operation over to the procurement and 
research and development end of the Army, handling the duties of the 
previous Under Secretary, Mr. Archibald Alexander. Therefore I 
thought it advisable for the detailed figures and the detailed presenta- 
tion to be made by General Hamblen, who is the Chief of the Army 
Civil Affairs and Military Government, and General Lewis, whom we 
brought here from Okinawa, so that you gentlemen could question 
him directly. General Lewis is the United States Civil Administrator 
of the Ryukyu Islands; and Mr. Baron is his civilian assistant. 

Both of these men have been in this Ryukyuan problem virtually 
from the start and are very familiar with it. 

I would like to start by pointing out what we in the Military feel 
is the importance of the Ryukyus. Okinawa is the largest and most 
important of these islands. I understand, Mr. Chairman, you were 
recently there and so you can appreciate the strategic need of the 
Ryukyus in the entire Pacific defense set-up; the whole island chain 
beginning north from Japan, down through the Ryukyus and the 
Philippines and on down the whole periphery of Asia. There is no 
part of that that is apy more of a key in the operation than are the 
Ryukyus. 

In January a vear ago I was over there and spent considerable time 
with General MacArthur and went into great detail concerning what 
he thought about the importance of the Ry ukyus to the entire opera- 
tion. I just recently returned from some 6 wecks over there, return- 
ing the first week in March, and it just sounded like a record when 
General Ridgway was saving how important these islands were. 

While IT was over there I went down to the Ryukvus with General 
Ridgway for the purpose of finding out what the economic condition 
was, what the condition of construction was and what progress we 
have made since the last trip, and while there, he gave a decoration 
to a bomb crew that had just delivered the one hundred thousandth 
ton of bombs from the Ryukyus. 

That will give you an idea of the support that that island bastion 
has given to the whole operation—100,000 tons of bombs had been 
delivered by the last week in February. 

Mr. Gary. All of the heavy bombers are taking off from there. 

Mr. Jounson. That is a substantial part of the whole Korean 
operation. Not only that, but it has been a large-scale supply base. 
When Korea broke, we did not have in Korea the particular equip- 
ment and supplies, and so forth, that were needed. Instead, they 
drew heavily upon Okinawa for construction supplies, for construction 
equipment, for clothing and medical supplies, for bulldozers, and all 
that type of thing which makes for an important Army operation. 

To show you the importance of this thing, we have approximately 
$200 million of military construction going on there. Now that 
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Japan has become one of the free nations, has become a sovereign 
nation itself, I think you have to realize that Okinawa is the one sec- 
tion over there where we still have full control. 

You have Japan up here and below that the Philippines, who are 
in with us of their own volition. This is one point where we really 
have control and why we have put so much stress on it. 

As a matter of fact, a review of the archives and the records of the 
Japanese War indicate that the day that Japan lost Okinawa was 
the day that the military and political leaders recognized that they 
had lost the war in Japan. That is just an indication of the degree 
to which they think that Okinawa is important. 

In going back over the whole operation in the Ryukyus I think it 
is safe to say that the military, the secretariat, and the Defense De- 
partment have not been satisfied with everything that has gone on in 
the Ryukyus. We have not reached or did not reach a certain level 
of construction as soon as we wanted. We had not achieved the 
degree of completeness in our program that we should have liked. 
We had not quite met the timetable. But I think, in terms of the 
operation with which we are faced and the decisions which confront 
the entire country, the job has been a good one. 

When Korea broke in June of 1950, we had a certain program under 
way. We had to rush forces into Korea and we had to equip those 
forces and we had to provide the equipment from somewhere. We 
did the most we could in stripping Japan, but we knew that Sakhalin 
and the island just north of it, which are completely occupied by 
Russia, were there as a dagger thrust at the heart of Japan. We knew 
the Russians were encamped there, and we knew that we could 
strip Japan down only to a certain point, and here was the next 
nearest place to get equipment in a hurry, and that equipment meant 
not only ammunition, which we moved from there, but construction 
equipment and construction supplies, cement, and so forth. 

A calculated decision was made that we would take that stuff from 
the Ryukyus and put it in Korea. There is no question that, had we 
not done that, we might have wrecked our timetable, despite the fact 
that we had the severe hurricanes and typhoons which completely 
stalled the program for some time. 

As has been brought out in these previous hearings, there were two 
extremely severe hurricanes which resulted, for instance, in sinking 
the dredge that we had in the harbor, which was absolutely essential 
to the construction program. 

I do not know how much detail the committee would like to have me 
go into personally, but I think that gives you the background of the 
way we are approaching the whole Okinawa and Ryukyu question. 

I am sure that, if we could treat it as an isolated whole and not 
part of a major program over-all, the whole construction program 
could have moved faster and we might have achieved econonue stabil- 
ity in the Ryvukyus; but, as it is today, these people have been stripped 
of virtually everything that they had in the way of government, in the 
way of administrative leadership, and top business management. 
We have purposely taken the Japanese who were in there and moved 
them physically into Japan. We have purposely taken on the problem 
of teaching these people to govern themselves, teaching these people 
to be self-sufficient within the capabilities of the island chain. We 
recognize that for some time ahead, as long as the United States 
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has control of that bastion, they will have an economic responsibility 
in the area, and that this is the one area where we do have full control 
and the one area where we want to maintain the best relationship 
possible with the civilian population. 

With that, I would like to turn the subject over, if I may, to General 
Hamblen. 

Mr. Gary. Before you do, let me say that I was in Okinawa just 
about a month ago. I realize that what you say is true. It is one of 
the most important islands in the entire group. I think it is evident 
that the military authorities have recognized it as such, because 
they are putting in a great Many permanent installations there, as 
compared with temporary installations being installed on some of the 
other islands. We are really digging in there apparently for the 
purpose of making it a permanent base. 


NEW POWER PLANT ON OKINAWA 


There is one thing, however, that gave me considerable concern, 
and I want someone to discuss it very fully during the course of this 
hearing. I visited the new power plant which is nearing completion on 
Okinawa; and, according to the information that I received, we have 
spent or will spend about $6.5 million on that plant. At the time we 
were there, they were hoping to put the plant into operation by June 
1, although I am frank to say that did not look possible to me at that 
time. But it is rapidly nearing completion, and we were informed 
that as soon as the plant is completed it will be turned over to an 
Okinawan government corporation. 

I understand further that we have sent representatives from the 
Federal Power Commission to Okinawa to make a survey to deter- 
mine what price shall be charged for the electricity that will be gen- 
erated at the plant, to insure a profit. 

A large part of the power is going to be used by our own military 
installations with the result that, although we have built and paid for 
the plant, we will purchase electricity at a profit which will go into 
the Okinawan Treasury rather than into the United States Treasury. 

There are several questions that arise in my mind, the first of which 
is the propriety of turning the plant over to an Okinawan corporation. 
The plant is certainly going to be very essential to our own operations. 
Recently in various sections of the world—in Iran, in Iraq, and Egypt, 
and more recently in Japan, there has been a very decided trend toward 
nationalism. I am afraid this trend is likely to spread to all of those 
islands. I do not think we have got to worry about communism in 
Japan because, as I see the situation, they do not want the Communists 
but neither do they want us there. 

If we own the power plant on Okinawa, it seems to me that if there 
were any effort on the part of the Okinawans or the Ryukyuans to 
run us out, we would be in a better position to deal with them. 

In the second place, we know that the Japanese during the occupa- 
tion of Okinawa held the Okinawans down to a point where none of 
them was permitted a job much above that of operating a rickshaw, 
or some similar occupation. 

Therefore I doubt very seriously that you will be able to get trained 
men in Okinawa who will be able to run the plant. So, if it is going 
to be run at all, we are going to have to run it and when you turn the 


ownership over to them, we do not know when they might throw out 
the people we have running the plant which, it seems to me, would 
create a serious situation. 

In the third place, it seems a little inconsistent to me that we should 
give them the plant and then pay them a profit on the electricity. 

I have not made any public statement about this since I have been 
back, because I do not think the press is the place to settle these 
matters. [I am raising the question very definitely now, however, 
and I would like to have the whole situation explained. I think in 
this budget there is about $1 million or $1.5 million for the comple- 
tion of the plant. 

Mr. Jonnson. Yes, there is completion money in there. I wonder 
if I could address a few remarks to that right now, if the committee is 
ready for it? 

Mr. Gary. We shall be glad to hear you. 


BASIS FOR CONSTRUCTION 


Mr. Jounson. In the first place, I think you have to go back to the 
philosophy and the basis on which the Army is called upon to spend 
money in occupied areas. There is the basic need for relief of disease 
and unrest, which is strictly subsistence. That is the matter of sub- 
sistence and minimum protection in the way of clothing, etc. 

On top of that comes economic aid which may take two forms, and 
personally [ am very much sold on the latter form. The first form is 
where we give a person the actual money to meet his day-to-day living 
needs. If we do that, that seems to go on and on and on. Or you 
can give them the wherewithal to build an economic enterprise, the 
profits from which can go into the economy, which would make the 
economy at least more self-supporting than it was before, even if it 
does not become fully self-supporting. 

In the expending of eeonomic aid we have stressed the principle of 
building capacity, capacity to produce, so that they would have the 
wherewithal to earn. 

We could have given them the money that went into that power 
plant directly and they could have consumed it immediately in an 
increased rice ration. ‘In other words, we could have used the money 
to increase the rice ration and given them aid that w ay, or we could 
have given them the money indirectly through a productive asset, 
which would be a lasting contribution rather than one that was imme- 
diately consumed. 

Another thing is, you have to recognize the destruction which took 
place on Okinawa. The destruction on Okinawa was something ter- 
rific. Not only were these people and their managerial capacity 
siphoned off and sent back to Japan, but a lot of the capital assets 
of the island were destroyed and we were in the position of having to 
rebuild them. This is a part of that program. 

I agree with you that it makes sense, if you look at it from one 
angle, from the standpoint of the immediate interest of the United 
States, that we should keep control of the plant, keep it ourselves, or 
make an agreement with them that the electricity that they sold to 
us would be sold at cost. But you would still be faced with having 
to go ahead and make appropriatiens of economic aid. 
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NECESSITY FOR POWER PLANT 


Mr. Gary. I do not object to the economic aid. T believe in the 
program. But the point that I am making is this. I know that we 
have in some of the countries built these plants out of counterpart 
funds, and that has aided the program of rehabilitation of the country. 
But here it seems to me that the greatest need for that plant is our 
own need, because certainly it would appear from what I was able to 
see that by far the greater portion of the power will be used by us. 
Under those circumstances, as long as we are occupying the island, 
we will need the plant. It would, therefore, appear advisable to 
retain the ownership of the plant instead of transferring it to a corpo- 
ration controlled by the natives on the island. Do you know what 
percentage of the current will be used by us? 

General Lewis. Yes, sir; about 25 percent would go to the native 
economy and about 75 percent to the occupation, to the Military. 

Mr. Gary. Here we have built a plant, paid for it, and we are 
going to use 75 percent of the power. Nevertheless, it is proposed to 
turn that plant over to the Okinawans, and give them complete con- 
trol over it. It seems to me that could be a very great mistake, be- 
cause we do not known what we are going to be faced with. Suppose 
we had an uprising there, an upsurge of nationalism culminating in 
efforts to throw us off the island. It might cause us a great deal of 
difficulty if they had the ownership of the plant and they could de- 
termine who was going to run the plant and how. I should like some 
very definite information on that point. 

Mr. Jonnson. May we speak off the record at this point? 

Mr. Gary. Yes. 


(Statement off the record.) 
OPERATION OF PLANT 


General Lewis. You are correct in saying that the Okinawans 
probably do not have the abilitv to operate this plant themselves and 
for that reason we have recognized that and we are now negotiating, 
asking for bids from a number of companies other than Okinawan com- 
panies for the operation-management of this plant. We have at the 
present time two American companies and several Japanese companies 
that are interested. Just who will get the contract we do not know yet. 

There is no doubt in my mind that we will control the operation of 
this plant. ‘The contract has been prepared that we are going to use 
for the operation and management of the plant, by a joint civil 
administration and military group and has been patterned on the 
Federal Power Commission contracts. The rates that will be charged 
will be as a result of a study by the Federal Power Commission 
personnel and military personnel. 

Actually the man on the ground who is making it is the military 
man today. The contract will basicaliy provide for the fact that 
whoever operates the plant gives priority of all power to the military 
requirements on the island and the excess above what the military 
needs will then be available for sale to the civilian economy. 

At the present iime we estimate that of the 46,000 kilowatt-hours 
that are available, we will have available approximately 12,000 for the 


civilian economy. 
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There is no doubt in my mind that in the final analysis we will 
control the distribution. 

Mr. Gary. We control it now by reason of the fact that it has not 
vet been turned over to the Okinawan Government corporation. 
How are we going to retain control when we turn it over to this cor- 
poration? 

General Lewis. Every act of that Government is subject to our 
approval. 

Mr. Gary. But it is a government corporation. 

Mr. Jounson. This is a government corporation, ves. 

Mr. Gary. I understand that, but it is an Okinawan Government 
corporation, not a United States Government corporation. 

General Lewis. Every act of their Government is subject to ou 
approval or veto or modification. For example, in the same category 
with the power plant is the Okinawa Housing Corporation which will 
have 438 houses. We have turned over the houses as they have 
become finished to this corporation on the condition that they rent 
them to the military and we acquire control of the operation in that 
respect. We expect to do the same with the power plant operation. 

Mr. Jounson. In other words, it will be controlled by American 
civilians and American military. 


RYUKYUAN GOVERNMENT 


Mr. Gary. What is the Government set-up there now? 

General Lewis. On the Ist of April we completed the organization 
of a central government. We have now a legislative body elected by 
the people. We have a judicial structure, the highest court being the 
court of appeals, which is appomted by us. All other courts are 
appointed by the local government. 

The executive department is completed except for the election of a 
chief executive, which we expect to do some time within the next year, 
Every act of this government is then under our control. 

Mr. Gary. By what authority do we control it? 

General Lewis. By a directive from the Department of the Army 
as a result of our occupation. 

Mr. Jounson. We are in the same position in the relation to the 
Ryukyus as we were to Japan prior to Japan’s becoming sovereign, 
prior to the peace treaty. We were fully in control of the entire 
economy through the occupation powers, following our conquest of 
them in the war. 

Mr. Gary. We have control as the occupying power. 

Mr. Jounson. Yes, sir. . 


RELATIONSHIP WITH JAPAN 


Mr. Gary. Were the Ryukyus involved at all in the Japanese 
Treaty? 

Mr. Jounson. No, we kept out of that. 

General HamBien. We took complete responsibility of the govern- 
ment and its people and their administration after Uae Japaiese Peace 
Treaty. 

Mr. Gary. You are referring to the Ryukyus? 

General HamBuen. That is right. 
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Mr. Gary. We do not hold them under mandate from the United 
Nations, we hold them as occupying forces? 

General HAMBLEN. Yes, sir. 

Mr. Gary. Following the war? 

General HamBien. Yes, sir. The Peace Treaty does provide that 
if we do ask for a trusteeship from the United Nations, Japan will 
support us in that request. That is, we are not obligated to, but if 
we do ask for a trusteeship, Japan will support it. 

Mr. Gary. The islands were formerly owned by Japan? 

General HAMBLEN. Yes, sir. 

Mr. Gary. And the Japanese have recognized our rights in the 
islands, in the peace treaty which has recently been signed? 

General HamMBLen. Yes, sir. 

Mr. Gary. Therefore we have complete control over the entire 
island and the Okinawan government cannot take any steps that are 
not approved by us? 

General HamBien. That is right. 

Mr. Jounson. You see, Japan, the Philippines, Formosa—they 
are not under our control like Okinawa is. Okinawa is really an ad- 
vanced bastion under our complete control, as completely under our 
control today as Hawaii is. You would have to go all the way back 
to Guam to get the next one of any size. 

Mr. WicGLeswortn. That goes for 105 islands and about a million 
people? 


CONTROL OF POWER PLANT 


General HamBien. That is right; ves, sir. Mr. Chairman, may 
I expand on the question of the retention of the power plant? 

Mr. Gary. Yes, sir. 

General Hampien. One of the reasons why it has been decided 
that it should be turned over to some civilian organization is that 
there has been considerable apprehension on the part of Congress 
that we do not supplement military appropriations by GARIOA 
appropriations. We felt that if we kept this power plant under the 
military we would in effect be getting a military appropriation which 
had been budgeted under the civilian-relief program. That question 
was asked us both last year and the vear before. In building the 
houses, are you doing military construction with GARIOA funds? 
We felt it would be wrong, because of our testimony before the con- 
gressional committees, to retain military control of this under, for 
instance, our engineers. We felt that we had to have control by 
having it operated by the civil administration by some civil company. 
That is another good_reason why we have been very hesitant about 
retaining it. 

Mr. Gary. Will we have to approve any contract that is entered 
into by the management of the plant? 

General HamBuen. Yes, sir. 

General Lewis. Yes, sir. 

Mr. Jonnson. We control the corporation that will be making the 
contract. 

Mr. Gary. What is our control over the corporation to which it is 
going to be turned over? 

General Lewts. We have a complete veto power over every act of 
the corporation. On the other,hand, the people who will be buying 
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the power from this corporation, the military, will have to enter into 
a contract for the supply of power and they will have control through 
the contract. 

Mr. Gary. What I had in mind is, you enter into a contract for the 
operation of the plant; if that contract is not satisfactory then you are 
going to have to enter into other contracts. Is our control over the 
corporation a continuing one? 

General HamBuen. Yes, sir. 

Mr. Gary. Even after it has been turned over to the corporation? 

General Lewis. Yes, sir. 

Mr. Gary. Where does that control come from, through our con- 
trol over the Okinawan government? 

General Lewis. Yes, sir. 

Mr. Jounson. This is a government corporation similar to the 
AEC or the RFC or whatever it may be. 

Mr. Gary. What would be the set-up of the corporation itself, the 
management of the corporation? 

General Lewis. We have not definitely decided on the final set-up 
of the corporation. We may transfer that to the Okinawa Housing 
Corporation so that we will have only one Government corporation 
to control. For example, in the Okinawa Housing Corporation we 
have three members of the executive department of the government 
who are on the board of trustees. We have three civilian members, 
so to speak, from the general business community and we have as 
final control the president of the Bank of the Ryukyus, who form the 
membership of the board of directors of the housing corporation. 

Mr. Gary. You said three executives of the government. 

General Lewis. Yes, sir. 

Mr. Gary. That is, the Okinawan government? 

General Lewis. That is right; for instance, the director of finance, 
the director of commerce, and the director of public works are the 
three members. 

Mr. Gary. They are Okinawans? 

General Lewis. Yes, sir; and three businessmen of Okinawa. 

Mr. Gary. Do we have any representation on the board at all? 

General Lewis. No, sir, not on the board of directors except there 
is the president of the bank and we own 51 percent of the stock in the 
bank. 

Mr. Gary. But the president is in Okinawan? 

General Lewis. Yes, sir. 

Mr. Gary. So that there are no Americans on the board at all? 

General Lewis. No, sir. 


METHOD OF CONTROL BY UNITED STATES 


Mr. Gary. How do we control it under those circumstances? 
That is what I want to know. 

General Lewts. If they did something, for example—if they voted 
to divert the funds or change their management in some way, and 
we did not approve of it, or if it did not satisfy the demands of our 
national security, we would simply change their action and require 
them to do it the way we wanted it done. 

Mr. Gary. Does that Board have to submit all of its actions to 
some official of the Army? 
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General Lewis. That is right; to me, sir. 

Mr. Gary. That is what I meant. Your official position then 
iss 

General Lewis. Civil Administrator. 

Mr. Gary. And you are appointed by the military? 

General Lewis. Yes, sir. 

Mr. Gary. As the Civil Administrator of the Ryukyu Islands? 

General Lewis. Yes, sir. 

Mr. Jounson. And the Governor of the islands, of course, is 
CINCFE (commander in chief, Far East). That is Gen. Mark 
Clark’s organization. The Deputy Governor is General Beightler. 

General Lewis. For example, any tax legislation or any legislation 
that was passed in their legislature is subject to our approval. We 
have control over all their court decisions, for example, and all legis- 
lative actions are subject to our approval. 


HEAD OF OKINAWAN GOVERNMENT 


Mr. Gary. Who is the head of the Okinawan government? 

General Lewis. The present head of the government is an appointed 
man. We have appointed him temporarily. We expect to elect a 
head of that government some time during the next year. 

Mr. Jonson. You may have met him out there, the one-armed 
chap (Mr. Higa). 

Mr. Gary. What is his title? 

General Lewis. At the present time we call him Chief Executive ° 
because we cannot get the title twisted with the name Governor, 
because General Clark is the Governor. So we have had a little 
difficulty coming up with a proper title. 

Mr. Gary. You say that vou expect an election? 

General Lewis. By the people. 

Mr. Gary. By the civilians of the island? 

General Lewis. Yes. 

For instance, our legislature, composed of 31 members, was elected 
on the second day of March of this vear. 

Mr. Gary. By the Okinawans? - 

General Lewis. Yes. 

Mr. Gary. You expect to elect the chief executive? 

General Lewis. Yes. 

Mr. Gary. By the Okinawans? 

General Lewis. Yes. 

Mr. Gary. Although he is elected by the people, he will be respon- 
sible to the Governor and to you? 

General Lewis. Yes. 

Mr. Gary. As the civil administrator? 

General Lewis. Yes. 

Mr. Lewis. General Lewis, it is true that the Okinawans have 
been held down by the Japanese to such an extent over the years 
that there are today a very limited number of trained people on the 
island. 

General Lewis. That is correct, sir. 

Mr. Gary. My understanding is the native Okinawans were given 
practically no educational advantages and they were restricted insofar 
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as the positions they were permitted to hold under the Japanese 
occupation? , 

General Lewis. That is correct, sir. 

This is in general true, but there are exceptions— when any indi- 
vidual indicated ability over the average he was usually recalled to 
Japan, so none of the Government officials or the higher Government 
officials, were from the Ryukyu Islands. They were sent there from 
Japan. 

Mr. Gary. Practically all the officials in the islands were Japanese 
and the Ryukuans were not permitted to hold responsible positions 
either in the government or in private life? 

General Lewis. That is correct. 

Mr. Gary. They were greatly restricted by the Japanese? 

General Lewis. Yes. 

Mr. Gary. Consequently, you have very few educated or trained 
people on the island today? 

General Lewis. That is correct. 

Mr. Jonnson. [ may add another point on the power plant that 
will be of interest to the committee. We do have to give them some 
kind of earning assets in order to offset what we are doing to the island 
in the way of conscription of arable land. We have taken better than 
10 percent of their total tillable land and when you take that much out 
of their total assets—-and it is primarily an agrarian society—you have 
to give them something. 

Mr. Gary. So far as the profits are concerned, as long as we are 
more or less in the position of occupying the land, we are responsible 
for their economy, and if we do not give them the profits in one way, 
and they need assistance, we will have to make it up in another way. 

Mr. Jounson. Yes. 

Mr. Gary. I am not so much interested in that phase of it as Tam 
in our right to control this plant so that it will be available to us at all 
times, and so we wil have sufficient voice in the management and 
operation of it to msure efficiency, because I think that plant is going 
to be of tremendous importance to our military installations on the 
island. TI just wanted to be certain that the set-up is such that we 
can at all times get complete benefit from it. 

General Lewis. May I reinforce what I said before—that if we get 
to the point where the plant is net being operated for the full benefit 
of the military occupation I feel that we can take the plant back from 
them tomorrow and operate it ourselves, and that is what we would 
do in case of an emergency. We would take it over by the military 
and operate it. There is no doubt in my mind the plant will be oper- 
ated for the benefit of the military occupation. 

Mr. Gary. From what you say, it looks like you do have sufficient 
control over it, and that is what | wanted to get into the record. 

These questions bothered me, and | wanted the facts for my own 
satisfaction. 

Economic Arp For THE RyuKkyvus 


We will now hear from vou, General Hamblen. 

General Hampien. Mr. Chairman and gentlemen, I am Brig. Gen. 
A. L. Hamblen, Chief of the Office of Civil Affairs and Military 
Government, Department of the Army. I appreciate this opportunity 
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to appear before you to begin the Army’s detailed presentation of its 
fiscal year 1953 appropriation needs for government and relief in 
occupied areas (GARIOA). These needs, as reflected in the appro- 
priation request now before you, total $11,810,000. Of this amount, 
$9,400,000, or 80 percent, is for economic aid for the Ryukyu Islands; 
$620,000, or 5 percent, for the civil information and education pro- 
gram being carried on in those islands; and the remaining $1,790,000, 
or 15 pere ent, for the hire of civilian employees and the other admin- 
istrative expenses involved in carrying on the Army’s military gov- 
ernment responsibilities in the Ryukyu Islands and in Trieste. “It will 
be noted that the recently effective Japanese peace treaty has ended 
United States military occupation in Japan and that consequently no 
fiscal year 1953 funds are being requested for Japan. 


STRATEGIC IMPORTANCE OF THE RYUKYUS 


As Mr. Johnson has already pointed out, the Ryukyu Island chain, 
consisting of 105 islands and extending for 800 miles from the southern 
tip of Japan southwest to Formosa, represents a vital link in our 
Pacific offshore defense system. This country’s intention to retain 
control over these strategically important islands gives rise to a con- 
comitant responsibility to watch over the welfare of the approximately 
1,000,000 people that inhabit them, over one-half of whom live on 
Okinawa, by far the largest and economically the most important of 
all these islands. On Okinawa is located the capital city of Naha as 
well as the headquarters of the military commander of the Ryukyus 
and the headquarters of the Army civil administrator for the islands. 


OBJECTIVES OF ARMY CIVIL ADMINISTRATION IN THE RYUKYUS 


Prior to World War II, the Ryukyu Islands were a part of the 
Japanese Empire. While under the Japanese Peace Treaty Japan does 
not renounce sovereignty over the Ryukyu Islands, the treaty does 
grant to the United States all administrative, legislative, and judicial 
powers over the islands and their inhabitants. 

The Department of the Army under the direction of the Department 
of Defense is the executive agency of the United States which exercises 
these powers. The responsibility for the civil administration of the 
islands has been delegated to be commander in chief, Far East (General 
Clark), as Governor. General Clark, in turn, has delegated limited 
authority to the commanding general of the Ryukyus who is also 
the deputy governor. The United States civil administrator is 
directly responsible to the deputy governor for the administration 
of the civilian population of the islands. Gen. James M. Lewis, who 
is the civil administrator, is here with us today. 

The major objectives of this civil administration are fourfold: 

First, the establishment of a standard of living comparable to that 
before World War II. 

Second, the development of a sound governmental financial structure 
looking toward the early placing of the islands on a self-supporting 
basis. This requires a long-range economic plan with maximum 
participation by and through the efforts of the Rykuyuans themselves. 

Third, self-government in accordance with democratic principles. 

Fourth, cultural and educational development with proper regard 
for the traditional culture of the inhabitants. 
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These civil funetions, although under Army control, are admuinis- 
tered and financed separately from the normal military operational 
functions. Military appropriations are not available fo. administer- 
ing the civil functions, and conversely funds appropriated for govern- 
ment and relief in occupied areas are not available for military pur- 
poses. There is, however, a distinct interrelationship between these 
two functions. Dollars spent locally for military purposes, such as the 
hire of labor, accrue to the native economy and reduce the requirement 
for direct economic aid which is a GARIOA matter. On the other 
hand, the presence of United States forces on the islands makes it 
necessary for the civil eegnomy to maintain higher standards in public 
health, in police protection and in jurisprudence than would otherwise 
be the case. 

The presence of our military forces has greatly changed the pattern 
of livehhood of many Ryukyuans. These forces are now employing 
over 60,000 natives, many of whom were previously farmers. Also, 
military instailations are occupying approximately 10 percent of the 
arable land in the islands. These conditions require the importation 
of food which under other conditions might be raised locally. As the 
military jobs are relatively distant from native living facilities, there 
is a trend toward living in towns where public transportation exists. 
This creates the necessity for increased means of public transporta- 
tion. To make way for military installations, whole villages have had 
to be moved, thus increasing the need for construction and general 
utility materials to rebuild their homes and businesses. 

The islands have traditionally been a deficit area. Because they 
were treated as part of the Japanese homeland, it is impossible to 
determine the exact amounts of aid extended to them by Japan. It is 
estimated, however, that such economic aid was in excess of $6 mil- 
lion annually. In additional, many of their officials were carried on 
Japanese payrolls, and many governmental projects were financed 
by the Japanese. 

Against this background, I should now like to discuss with you the 
three main programs reflected in the estimates now before you. 


ECONOMIC AID FOR THE RYUKYUANS 


First and most important dollarwise is the $9.4 million we are 
requesting for economic aid for the Ryukyuans. With this money 
we will buy the food, fertilizers, and petroleum products needed to 
prevent disease and unrest and to help these people regain their pre- 
World War II standard of living. World War Il almost completely 
destroyed the economy of these islands and, while most encouraging 
progress has been made, these people have yet to reach their prewar 
standard of living. 

In arriving at the amount of economic aid required, we have esti- 
mated the minimum quantity and value of imports of goods and 
services required to maintain a reasonable standard of living in the 
islands. Against this total we have applied the total number of dollars 
we believe the Ryukyuans themselves will earn. These dollar earnings 
accrue mainly through exports, through the employment of native 
labor on United States projects, and through local yen purchases by 
United States personnel stationed there. The $9.4 million difference 
which the Ryukyuans are unable to finance from their own earnings 
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must be made up by economic aid from the United States in order to 
avoid a deficit in their balance of payments. 

United States economic aid to the Ryukyus has been steadily de- 
creasing over the past years. In fiscal year 1950, it was $48,000,000; 
in fiscal year 1951, 937 ,000,000; while for fiscal year 1952 it is estimated 
that $12,842,000 will be obligated. Our fiscal year 1953 estimate of 
$9.4 million represents a still further reduction of $3.5 million when 
compared to this fiscal year 1952 allocation. These very significant 
dollar reductions are due, among other things, to the virtual completion 
of essential public construction, increased native production, and the 
employment of large numbers of native laborers by the military 
services. We also believe that the wise use of available dollars and 
materials, through constant supervision, has played an important part 
in effecting these reductions. 

Of increasing importance in making these islands self-sustaining 
in future vears is the revenue that will be derived from c: apital improve- 
ments financed through funds appropriated by the Congress. For an 
example, among such projects that next fiscal year are expected to 
produce revenue are an electric power plant with its distribution 
system, a housing development system, an improved harbor at Naha, 
and a sugar refinery. 

As a result of the economic recovery achieved in the recent past, 
it is now possible to limit GARIOA procurement to certain basic 
items of food, fertilizer, and petroleum products. These commodities 
can be efficiently procured and distributed under this GARIOA pro- 
eram, Private commercial channels for the procurement of the 
imultitude of miscellaneous goods necessary for the operation of the 
economy have been reestablished. 

It should be kept in mind that the food, fertilizers, petroleum 
products, and the other items which are purchased with economic aid 
funds are not given away. Instead, when these commodities arrive 
in the Ryukvus, they are turned over to the proper agency in the 
native economy under strict accounting methods. Thev are then 
sold into commercial channels for Rvukvuan ven. These yen in 
turn are deposited to the counterpart fund which is used to supple- 
ment the other ven income sources of the Rvukyuan government, to 
make outright grants to subordinate governmental agencies for es- 
sential public works which they are unable to finance alone, and for 
industrial and banking loans. Close United States supervision is 
maintained not only over the fund itself but over the allocation of its 
money and the soundness of the loan program it supports. 


CIVIL INFORMATION AND EDUCATION PROGRAM 


Our program for civil information and education in the Ryukyus is 
not only of benefit to our own immediate interests but also needed in 
order for us to carry out, our responsibilities as the occupying power. 
It is designed to inform the native population concerning the American 
way of life, to show them the benefit of democracy, to guide them in 
their educational problems, and finally to assist in produci ing indi- 
viduals capable of occupying positions of responsibility in the govern- 
ment and the economy and thus reducing the burden upon the United 
States. Here, too, the dollars requested have steadily declined. In 
fiscal vear 1950, $1,799,000 was spent on this program; in fiscal year 
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1951, $1,010,000; while for fiscal year 1952 it is estimated that $776,000 
will be obligated as contrasted to the $620,000 being requested for 
fiscal year 1953. 

Our civil information and education program falls into two parts. 
The first, to spread education and democracy to as many people as 
possible through the use of the normal informational media, such as 
movies, radio, newspapers and periodicals, arts and crafts exhibits, 
lectures, and so forth. Wherever possible, information centers or 
other community gathering places are used as the focal point for these 
efforts. The second part of the program is the exchange of persons 
program. Two classes of persons are brought to the United States 
under this program—national leaders and students. Not only do 
these carefully selected leaders and students become acquainted with 
democracy in action but they serve as a source for the trained adminis- 
trators and technicians so urgently needed to replace American civil- 
ians in essential educational and governmental jobs in the Ryukvus. 
To date, 35 students have returned to the Ryukyus and about 35 
others will return this summer after a year of study in the United 
States under this program. -A recent survey revealed that the re- 
turned students were occupying important positions in the govern- 
ment, business, or professional life of the Ryukyus. Among the 
returned students are junior officials in the Bank of the Ryukyus and 
the Okinawan Board of Trade, Ryukyus University and high school 
instructors, editors and reporters of the Ryukyuan press, public health 
workers, farmers, and businessmen. 

For fiscal year 1953 we hope to bring 11 national leaders and 59 
students to the United States; to extend for an additional school year 
the stay of 55 students alre ady here in the United States; and to send 
one expert in the educational field from the United States to the 
islands. To bring a national ee to the U nited States for 90 days 
costs approximately $2,300. To bring a student here for a school 
vear costs $300 more. To maintain a student already here for an 
extra school vear costs $2,125 


CIVIL ADMINISTRATIVE PROGRAM IN THE RYUKYUS 


The $1,490,000 requested for civil administration in the Ryukyvus 
is to pay for the United States civilian personnel required to supervise, 
control, and in some cases perform civil government functions in these 
islands. These funds will also cover the travel and incidental ex- 
penses which are inevitable in carrying out such responsibilities. In 
other occupied areas we have been able within a relatively short time 
to turn over to local leaders the operation ot government at all levels, 
Such has not been true in the Ryukyvus since competent natives in 
most of the fields of government simply do not exist. This is true, 
notwithstanding the vigorous efforts made through our civil informa- 
tion and education program and through native schooling and per- 
sonal instruction to find reasonably qualified individuals who could 
reheve our civilian employees. I would like to emphasize in conneec- 
tion with considering this program the fact that a reduction in eco- 
nomic aid is no justification whatsoever for reducing United States 
civilian personnel. In fact, quite the contrary is true since one im- 
portant reason pe rmitting a redue ‘tion in our economic aid has been 
United States supervision and control over the civilian economy and 








the United States appropriated dollars. The savings and economies 
effected by these employees by far exceed their salaries. Last year, 
due to reduce appropriations, we had to place greater responsibilities 
upon the native judicial system. The results were unsatisfactory, 
and we had to withdraw some of that increased authority and return 
it to United States civilian hands. Smuggling has always been a 
troublesome problem. To assist the United States Civil Adminis- 
trator in coping with this situation, a coast guard system is being or- 
ganized and better police organization and procedures being estab- 
lished. All this will require United States civilians for those particular 
programs, but their efforts are bound to result in real over-all savings 
in the long run. 
At the present time we have 217 United States civilians administer- 
ing the civil government in the Ryukyus. During this fiscal year 
1952 we will have a net employment of 236 which compares with an 
average net employment of 200 as contained in the request before you. 
This reduction in strength has enabled us to reduce our personnel 
funding request for fiscal year 1953 to $1,407,000 as compared to 
estimated obligations of $1,609,000 during f fiscal year 1952 and 
$2,260,000 for the fiscal year 1951. 


OTHER ADMINISTRATIVE COSTS 


To back up the civil administration in the Ryukyus and to perform 
the residual responsibilities in connection with GARIOA expenditures 
in Japan, there is in the Department of the Army in Washington an 
Office for Civil Affairs and Military Government, of which I am the 
Chief. For pay of civilian employees in this office, we are requesting 
$206,430. The estimated net strength of these civilian employees for 
fiscal year 1953 is 38 as compared to 78 last year. This $206,430 also 
represents an over 50 percent reduction in the cost of this office for 
fiscal year 1952. 

Finally, $93,570 is needed to pay Department of Army civilian 
emplovees engaged in civil government activities in Trieste. The 
United Kingdom and the United States each furnish a share of the 
civil government costs in the occupation of the area. A portion of 
these United States costs in turn is borne by the Department of State. 
For the last 2 years the Department of the Army has furnished 14 
and 13 civilian employees for this project at a cost of $104,551 and 
$101,500, respectively. For fiscal year 1953 this number has been 
reduced to 12. 


EXTENSION OF AVAILABILITY GF 1950 FUNDS REQUESTED 


In addition to the $11,819,000 of new obligational authority for 
fiscal year 1953, which I have just described, we are also requesting 
the Congress to extend until June 30, 1953, the time during which 
$1,725,000 of the GARIOA funds appropriated for fiscal year 1950 
for economic aid in the Ryukyus may be spent. 

From GARIOA funds appropriated in fiscal year 1950, approxi- 
mately $18,881,000 was obligated for various construction projects of 
economic value to the Ryvukyus. These funds were supplemented in 
fiscal year 1951 by $12,464,000 and in fiscal vear 1952 by $2,474,000, 
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bringing the total allocated for this program to approximately 
$34,000,000. 

It had been expected that all fiscal vear 1950 funds involved in this 
program would have been spent by the end of the present fiscal year 
and that these funds supplemented by funds appropriated in subse- 
quent years would complete the program. “These funds are still 
believed to be adequate and, as you will note, no funds for this purpose 
are included in the present request for economic aid. However, it is 
now evident that $1,725,000 of the fiscal vear 1950 funds required to 
complete three of the projects will not be spent prior to June 30, 1952. 
As these funds are not available without congressional action after 
that date, we are requesting authority to extend their expenditure 
availability until June 30, 1958. The three projects involved are: 
A steam power plant for the production of electricity, a road con- 
struction program, and a harbor development program at the port of 
Naha. The power plant will be 90 percent completed on June 30, 
1952. At that time $600,000 of fiscal vear 1950 funds for this project 
will remain unspent. The road project will be approximately 70 
percent completed on June 30, 1952, at which time $1,000,000 of 
fiscal year 1950 funds will be unspent. The harbor development 
project will be 88 percent completed on June 30, 1952, but with 
$125,000 of fiscal year 1950 funds still unspent. 

The failure to complete these projects funded from fiscal year 
1950 funds is due to factors beyond the contractors’ control. The 
original contractor on the roads program defaulted largely because 
equipment and material intended for his use were diverted to Korea. 
The dredge working on the harbor development sank and caused the 
contractor subsequently to default. The delay in completing the 
power plant is due to a strike in the plant in Ohio which was making 
the boilers, followed by a harbor strike in New York, and fallowed 
still further by the fact that the ship-carrying the boilers was diverted 
to Korea in order to unload urgently needed military equipment 
there. 

The loss of these fiscal year 1950 funds which have already been 
appropriated will be seriously felt in Okinawa not only because 
these needed facilities will not be finished but also because the civilian 
economy will be deprived of the revenues that would otherwise be 
earned from the full operation and on which we had counted in 
developing the economic program for the coming year. Moreover, 
to lose these fiscal year 1950 funds at this time would mean that we 
would get less than the maximum return on the funds already ex- 
pended. As it was the intention of the Congress to make these 
funds available for these projects, and as these projects are nearly 
completed, I strongly urge that you authorize the continued use of 
these funds for an additional year. 

I have with me, as I stated, the civil administrator of the Ryukyus 
and others intimately acquainted with the programs I have outlined. 
We shall be happy to answer any questions you may have. 


LANGUAGE CHANGE 


Mr. Gary. Has this change in the language requesting extension 
of these unexpended funds through 1953 been reviewed by the Bureau 
of the Budget? 
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General Hampien. Yes. I have a copy of the letter sent to the 
committee, sir. This is dated April 30, Executive Office of the Presi- 
dent. Memorandum for Mr. George Harvey, House Appropriations 
Committee: 

The Department of Defense has been authorized to submit an amendment to 
the 1953 appropriation language for ‘‘Government and relief in occupied areas,” 
This amendment would continue the availability for expenditure until June 30 
1953, of not to exceed $1,725,000 of funds appropriated in 1950 which are needed 
for the payment of obligations incurred under contracts entered into prior to 
July 1, 1950, the completion of which was retarded by the Korean war and 
other emergencies. 


That is signed by the Assistant Director for Budget Review. 
MILITARY EXPENDITURES AND FUTURE AID REQUIREMENTS 


Mr. Gary. On page 5 of your statement you refer to the fact that 
in the —_ year 1950, $48,000,000 was appropriated and for the 
coer al year 1951, $37,000, 000 was appropriated, while for the fiscal 

ar 1! 052 it is estimated that $12,842,000 will be obligated, 

“ne there been any corresponding increase in military expenditures 
because of these decreases? 

General HamsBien. No, sir. I am not sure that I am responding 
to your question. 

Mr. Gary. You have shown a decline in the amount that you are 
spending for GARIOA for each year. 

General Hampien. Yes. 

Mr. Gary. Is that because of the Army assuming any of the 
obligations? 

General Hampien. No, sir. The Army has not assumed any of 
the obligations covered by GARIOA previously. A part of the reason 
for tlhfe reduction is due to Army construction in Okinawa where the 
natives have been permitted to earn dollars, and any dollars they carn 
are dollars that we do not have to appropriate. 

Mr. Gary. The situation has been relieved by Army expenditures. 
The Army expenditures have contributed to the Okinawan economy? 

General HAMBLEN. Greatly. 

Mr. Gary. And to that extent it has not been necessary to make 
direct appropriations. Is that the reason for the decrease? 

General Hampxien. One of the major reasons, yes. There are other 
reasons, because they have been able to export things which they have 
not been able to export before. They have earned money in other 
ways as the years have gone by, but the major dollar earnings in the 
Ryukyus right now is military construction programs, 

Mr. Covuperr. Does that mean that when the construction pro- 
grams have been completed and the local labor used in the construc- 
tion work is no longer needed for the construction work, that American 
economic aid will go up again? 

General HAMBLEN. No, sir: I would not think so. It is inevitable 
that as the construction is completed and we turn ourselves into, shall 
we say, a peacetime garrison, we are going to hire Ryvukyuan clerks, 
Ryukvuan interpreters, Ryukyvuan laborers, Ryukyvuan chauffeurs, 
and I believe the cencensus is the amount of earnings will not materially 
drop after the construction program has been finished. 

Mr. Coupert. That, of course, will depend entirely upon the size 
of the garrison that from time to time we maintain? 
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; that is true. 
(Discussion off the record.) 


General HampBien. Yes; 


SUGAR MILL 


Mr. Gary. General, you referred to the projects that are expected 
to produce revenue during the next fiscal year, and you mentioned 
the power plant, the housing-development system, the improved 
harbor at Naha, and a sugar refinery. Is that a Governmént-opcerated 
sugar refinery? 

General Lewis. No, sir; that is not. The actual materials—the 
plant, the physical plant—were purchased with GARIOA funds from 
Hawan. It was a second-hand sugar mill in Hawai. We purchased 
that in Hawaii and transported it to Okinawa by GARIOA funds 
The construction and the operation are being financed with our own 
local funds, locally generated funds, and the reason it is included here 
is because we will increase our production of sugar materially as soon 
as this plant is in operation. We expect it to be completed and in 
operation by the latter part of October of this vear. 

Mr. Gary. Who is going to operate it? 

General Lewis. A native company. This is a purely private 
company—stock ownership by the natives, and they are borrowing 
money through the bank to finance it. We, with GARIOA funds, 
purchased the mill in Hawaii and transported it to Okinawa. The 
company is incorporated as a private company to operate and pay 
back the loan to the bank. 

Mr. Gary. And private enterprise will eventually pay the amount 
that we have put into the mill? 

General Lewis. Yes. 

Mr. Gary. And the mill will serve to employ civilians, and also to 
aid their economy? 

General Lewis. Yes. 

SMUGGLING 


Mr. CLevencer. You spoke of smuggling awhile ago. What is 
the situation with regard to smuggling? 

General Lewis. These people have always existed through a certain 
amount of illicit trade, bartering between islands. There is a certain 
amount today of illicit trade in our area. We believe that we have 
reduced materially in the last vear the necessity for smuggling, as it is 
classified here, in that they now are permitted to buy most anything 
they wish to buy, so that it is no longer necessary for them to go to 
Hong Kong, as many of the smuggling boats did. 

Also there was an indirect cause for smuggling there 2 years ago: the 
fact that there was a tremendous amount of brass on the island of 
Okinawa as the result of the battle of Okinawa. That brass was being 
smuggled to the mainland of China, and now we feel that we have 
stopped that. We have also stopped the necessity for their bringing 
things in. So, we think we have it under control, plus the fact that 
we have started a regular coast guard. 

Mr. CLevencer. Are we not responsible more or less for Japan 
having a stable economy? 

General Lewis. Yes. 
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Mr. Cievencer. Would if not help them somewhat if we had com- 
merce with them? 
General Lewis. We practically have free trade with them today. 


FISHING INDUSTRY 





Mr. CLevencer. Do they, the Okinawans, fish any more? 

General Lewis. I wish that you had not asked me about fish because 
it is one of my biggest problems. This is probably one of the best 
fishing areas in the world; yet prior to the war it was completely 
dominated by Japanese fishermen, who caught the fish” in the 
Ryukyuan waters and transported the product to Japan, where it 
was exported from Japan proper. 

Our problem today is to rehabilitate the fishing industry so that our 
own fishermen are catching the fish, and we will process them on the 
island of Okinawa. We have a GARIOA reefer plant which has just 
been completed on the island of Okinawa in the vicinity of Naha. 
I do not believe that you went over there, Mr. Gary, to see the reefer 
plant. 

Mr. Gary. No. Some of the party went to Naha. I did not go 
because I stayed to go over the power plant. We divided up. I 
stayed in Okinawa to go over some of the construction on the island 
there while the other group went to Naha. 

Mr. CLevenGcer. General, are we taking advantage of this occupa- 
tion of these islands to properly survey them coastwise and geodetic- 
wise, so that if we had to operate there again we would have good 
information? 

General Lewts. We now have good maps of Okinawa. I was sur- 
prised when I went over there that we did not have them. We now 
have them. 

POWER PLANT FUEL 


Mr. CLtevencer. What do you use in your power plant? Is that 
coal? 
General Lewis. No, sir; oil. It is oil from the Far East. 


SMUGGLING 


Mr. Couperr. General, what is the source of the smuggling? 
Where are the goods purchased which are smuggled? 

General Lewis. Into the islands? 

Mr. Covuperr. Into the islands; yes. 

General Lewis. As I said, I think we have it pretty well under 
control now. Originally it came from Hong Kong and from Japan 
proper. We have had these islands there separate from Japan. From 
the standpoint of the economy, we have not completely separated 
them. A large amount was coming from Japan; specifically, a lot of 
lumber. 

Mr. Couprrr. You stated a moment ago that the islands largely 
have free trade with Japan? 

General Lewis. Yes, sir. 

Mr. Covuprrr. So, there is no further reason for that? 

General Lewis. No, sir. 





COMPETITION 


Mr. Covprerr. Apart from the fishing, is there any other way in 
which the islands are engaged in competition with Japan? 

General Lewis. No, sir. Well, on minor things, such as lily bulbs, 
we are competing with Japan. We are attempting to export them 
directly from our islands, whereas Japan is also exporting them. That 
is a minor problem. 

EXPORTS 


Mr. Covuprerr. How important an item of trade is the fishing, 
having in mind the fact that we are also hoping that Japan will be 
able to carry itself? Is that an important item in trade? 

Geaeral Lewis. Well, it is importaat from this standpoint: We 
estimate that our total exports for next vear may reach $6 million. 

Mr. Couprrr. Six million dollars? 

General Lewis. $6 million. That is not very much. But we also 
estimate that the fishing industry can eventually be developed to the 
point where we would have $2 million worth of fish exports, so it 
really can be a tremendous element in our export. 

Mr. CLEvENGRR. You can supplement this protein shortage with it. 

General Lewis. Yes, sir. 

Mr. CLevENGER. It is most important to the fish-eating and rice- 
eating nations? 

General Lewis. Yes, sir. It is not understandable why they do 
not eat more fish. We think we have the solution coming up, but 
I cannot guarantee that we have the answer to it. It isa very strange 
philosophy with which we are confronted in the fishing industry. 

For example, on the distribution of fish, there is the fact that the 
fisherman catches the fish and brings them to the shore, and as soon as 
the fish get to the shore they then belong to the wife of the fisherman, 
and she, for generations, has always had the theory that the high 
price was the way she would make her living. It is not just an eco- 
nomic problem. You are fighting a philosophy of fish distribution, too. 


CONSTRUCTION PROJECTS 


Mr. Gary. Just what projects do you have planned for the next 
fiscal year? 

General HamBien. Are you talking about construction programs? 

Mr. Gary. Yes. 

General HAmBLeN. We have no new projects. 

Mr. Gary. Then, vour construction project for the next fiscal year 
will be the completion of the power plant, the completion of the 
roads, the completion of the harbor, and the completion of your 
housing projects. Is that correct? 

General Lewis. And the administration building; ves, sir. 

General Hampien. Mr. Chairman, there are 12 projects in this 
so-called GARIOA construction program. We asked for money in 
1952 to complete them. We are not asking for anv more to complete 
them; but for the ability to use money which would become outlawed 
in this year. The 12 projects include 10 steel warehouses. 
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Mr. Gary. Have you a list of them there? 

General HamsBien. Yes, sir; I have a list of them. 

Mr. Gary. May I see that for a moment? 

This table shows the 12 projects with the funds obligated for 1949, 
1950, 1951, and 1952, and shows the total funds obligated for those 12 
projects. Is that correct? 

General HAMBLEN. Yes, sir. 

Mr. Gary. Will you insert that at this point in the record, please? 

General HamBLen, Yes, sir. 

(The document is as follows: ) 
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Mr. Gary. Do you contemplate any new projects in the near future? 
General HamBien. Not with appropriated funds, sir; no, sir. 


CONSOLIDATED CONSTRUCTION PROGRAM 


Mr. Gary. Of the $31 million that the Ryukyuans earn to offset 
their needs, $17 million accrues from a consolidated construction 
program. Now, what is that program? Is that this program? 

General HamBien. No, sir. 

General Lewis. That is the military construction program. It is 
the construction of those barracks that you saw. 

Mr. Gary. I see. 

General Lewis. The construction of the airfield at Kadena. The 
houses and warehouses. 

Mr. Gary. It is estimated that the military construction will mean 
approximately $17 million to their economy? 

General HamBien. Yes, sir. 


FUNDS BY FISCAL YEARS 


Mr. Gary. On page 815 of your justifications, which we will insert 
in the record at this point, is a table showing the GARIOA funds 
broken down for 1951, 1952, and 1953. 

General HamBien. Yes, sir. 

(The matter referred to is as follows:) 


Comparison of economic aid for the Ryukyu Islands, fiscal years 1951, 1952, and 1958 











Fiscal year Fiscal year Fiscal year 
1951 1952 1953 
Grain, food: and kindred products... ....5.......--.ceec esses $13, 866, 000 $6, 566, 000 $5, 973, 000 
er PRONE EEE I nono in coe nmbencecananeacdecmnn 476, 000 800, 000 700, 000 
Petroleum and petroleum products_...........-..----- 1 AD 1, 335, 000 800, 000 | 800, 000 
Raw and semifinished materials_..............----- saul 5, 061, 000 | 0 | 0 
Machinery, repair, and replacement parts SPE amide Sen red 12, 836, 000 | 2, 474, 000 | 0 
Supplies and service equipment....................-..-.-..--- 2, 562,000 | 603, 000 | 0 
Be I IE RI ee oe oe nach oa munwweeuseine | 735, 000 | 0 | 0 
Transportation of commodities spite dain nthd dtcda aetna daee 860, 000 | 1, 599, 000 | 1, 927, 000 
Total cost of economic aid_...-....--_- ee ee mee 37, 731, 000 12, 842, 000 9, 400, 000 
L208 CGRBITULIION PTORTAM . . 2... on necnnccnascecscconncccune res} “la aan |. 2,416, Ge | 0 
IA NEES LN 8 Sa I ee ye | 25,445,000 | 10, 368, 000 | 9, 400, 000 
! 
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FOOD 


Mr. Gary. What is the present stock of foodstuffs on hand in 
metric tons, General? 

General Hampien. I will give it to you in just a moment, sir 

Mr. Chairman, I do not have it as of the present date, but I have 
it projected as of June 30. That is a month from now, on what is 
coming in and what is there. Would that be satisfactory? 

Mr. Gary. What is the latest date for which you have actual 
figures? 

Will you insert in the record at this point a statement showing the 
latest figures which are available, and then show the figures projected 
as of June 30, at the end of the fiscal year? 

General Hampien. I have them in the office. 
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Mr. Gary. That is all right. Just insert them at this point in the 
record. 
(The information is as follows: ) 


Stock position of imported foods in the Ryukyu Islands 


, Pape Stocks and ont} 
Han Stocks, June Pipeline, . vs “ bes her : 
; : g59 | . 1Q59 yIpeline, supply 
1, 1952 une 1, 1952 June 30, 1952 | Jun 9 
Rice and cereals. : ; 4, 300 21, 900 21, 100 
Soybeans kala tlidbie tis a eS 7, -00 . ‘ 5 700 & 
US) Se ae ee tienes 570 680 1, 000 
MU caatrbeicesi . cana inept cnsatls 400 |... 250 
Nore.—It is necessary to maintain the above end stock positions due to time lag in procurement and 


uncertainty of availability of transportation, 
' FERTILIZER 


Mr. Gary. Can you give us the imports of bulk fertilizer for the 
last few vears? 

General HAmMBLEN. Yes, sir; I think so. Fertilizer in 1951 was 
5,010 tons; fiscal year 1952, 12,000 tons; fiscal year 1953, 9,590 tons. 

Mr. Gary. What is your loss on that fertilizer? 

General Lewis. You mean shipping loss? 

Mr. Gary. Losses due to shipping, climate, warehousing, mixing 
and distribution facilities, and so forth. 

General Lewis. At one time it got up to 10 percent, sir, because 
of poor handling. Actually we think now we have it down to about 
3 percent, but there was a big loss as a result of the procurement in 
1949, where a large amount of it had to be stored outside. Super- 
phosphate, for example, had to be stored outside. Now that we have 
warehouses constructed, our loss on the fertilizer should be practically 
nil from the standpoint of the weather. There will always be a 
certain amount of shipping loss. 

General Hampien. Mr. Chairman, that is one reason it shows 1951 
as being a small amount of 5,000 tons. Previous to that they had 
imported bulk fertilizer and attempted to mix it there, with unsatis- 
factory results. So they were using up their bulk mixture in this 
year, and they were only able to buy the 5,000 tons. Because of the 
unsatisfactory situation and the climate and the handling trouble, 
we now buy bagged and prepared fertilizer. 

Mr. Gary. You find it more satisfactory? 

General HamBuLEeN. Yes, sir. The amount that we bring in there 
is not the total mount that could be consumed or might profitably 
be consumed, but it is the total amount which the natives can buy. 
There is not enough money to buy any more. 


LAND TRANSPORTATION 


Mr. Gary. It appears that 29 percent of these petroleum supplies 
are consumed by land transportation. How many miles of road do 
you have? 

General Hamsien. We would have to look that up, sir. 

General Lewis. I should like to have the opportunity of looking 
that up, sir. The island of Okinawa is 65 miles long and 3 to 10 miles 
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wide. The principal amount of this land transportation is on the 
island of Okinawa. 
Mr. Gary. Will you furnish that information for the record? 
General Lewis. Yes, sir. 
(The information is as follows:) 


Primary Roaps IN RyuKyvu ISLANDS 


There are approximately 600 miles of roads in the Ryukyu Islands. 
VEHICLES 


Mr. Gary. How many United States Government vehicles do you 
have? 

General Lewis. We have none in the civil economy, sir. The 
military has vehicles. We have none in the civil economy. They 
have all been acquired by the civil economy. 

Mr. Gary. Is this petroleum used for the civil economy? 

General Lewis. Yes, sir. 

General HamBien. Entirely. 

Mr. Gary. Entirely by the civil economy vehicles? 

General Lewis. Yes, sir. 

Mr. Gary. How many vehicles do they have? 

General Hampien. There are 149 trucks, 207 busses, 36 passenger 
cars, 594 trimobiles, 172 other motor vehicles; making a total of 
1,158 vehicles on Okinawa. 

Mr. Gary. They are all the vehicles on Okinawa other than our 
own military vehicles; is that correct? 

General Hampien. It probably does not include the privately- 
owned cars for military people. 

General Lewis. No; it does not include them. 

General HAMBLEN. It does not. 

Mr. Gary. But it includes all owned by the Okinawans? 

General HAMBLEN. Yes, sir. 

Mr. Gary. And the petroleum supplies referred to in the reports 
are for those automobiles? 

General HAMBLEN. Yes, sir. 

General Lewis. Some of it could be for the military. For instance, 
the native gas stations. Military personnel will buy gas from the 
native gas stations if they are out some place and run out of gas. That 
statement is not absolutely correct, if you say it is just the gas for the 
native vehicles. We hope that we are selling a lot to the occupation, 
because we make more money if we sell gasoline to the occupation. 


TRANSPORTATION OF COMMODITIES 


Mr. Gary. The transportation of commodities is estimated at 
$1,927,000 for 1953, with presumably less tonnage hauled than in 
1951, when your actual obligations were $858,000. Why is that? 

General Hameien. Due largely to the fact that transportation 
costs have gone up a very great amount; and, secondly, to the situa- 
tion that we have to buy many of our commodities, particularly rice, 
from the United States now. We have been buying rice from south- 
east Asia, but we are unable to buy this rice we have put in for from 
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southeast Asia, and we have to haul it from the United States. The 
increased cost is tremendous. 

Mr. Gary. What about coal and supplies of that kind? 

General HampBien. We do not bring any in. 

General Lewis. No, sir. This is only for three different products; 
foodstuffs, fertilizer, and POL. Coal used there is mined locally. 


COAL 


Mr. Gary. You have coal on the islands? 

General Lewis. We have coal on one of the southern islands, which 
takes care of our coal requirements. We do not import any coal. In 
fact, we have coal on our restricted list. 

Mr. Gary. I understand that is one of the difficulties Japan is 
having with her economy at the present time; that they need coal 
very badly. With the tremendous freight rate that they have to pay 
for coal transported from this country, it is putting them on a basis 
where they cannot compete with other countries. 

General Lewis. Yes. Lately we have sold some coal to Japan, 
Although our coal is not a very high grade coal, because of that situa- 
tion you mentioned we have just sold some of our coal to Japan. 

Mr. CLEVENGER. What is the ratio of the yen to the dollar? 

General Lewis. One hundred and twenty yen to the dollar, 


TOTAL APPROPRIATIONS 


Mr. WiaGieswortH. How much all told have we put into the 
Ryukyus under GARIOA since the end of World War IL? 

General Lewis. If you do not have to have it absolutely accurate, 
sir, approximately $141 million, sir. 

Mr. Wiaa.teswortu. That is exclusive of this request? 

General Lewis. Exclusive of this request; ves, sir. 

Mr. WiacieswortH. Have you any idea how much has gone in 
there through the military appropriations in the same time? 

General Lewis. No, sir; we cannot answer that. 

Mr. WiaGLesworts. Could you obtain that for the record when 
you revise your remarks? 

General HAMBLEN. Yes, sir. 

Mr. WiaGieswortn. Please furnish that. 

General HamBLEN. May I ask a question, please, sir? 

Mr. WiaGieswortn. Yes. 

General HAmMBLEN. You say inthe military. Are you talking about 
only the local construction and that sort of thing? 

Mr. WicGLeswortnH. | am just interested in getting an over-all 
picture of how much money Uncle Sam has put into the Ryukyus. 

General HAMBLEN. You do not include the pay and allowance and 
things of that sort? 

Mr. WiaaieswortnH. No. Those would have been paid anyway. 

General Hamsien. Yes, sir. Construction of airfields, barracks, 
and that sort of thing? 

Mr. Wiaeieswortu. Yes, anything of that kind. 

General Hampien. Yes. That will include the Air Force, toos 

General Lewis. Yes; we will have to include them. 

(The information is as follows:) 


20806—52——8 
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Funds appropriated by Congress for construction in the Ryukyu Islands through 
fiscal year 1952 





Wn See es one ed PES ue ..-------- $102, 900, 000 
Air Forces - at cect at Ee set hs -... 108, 500, 000 
GARIOA_- : pees Sey Bee toe 35, 700, 000 

Total _- cs omaniana 24,100, 000 


PRESENT REQUEST 


Mr. WicGLeswortn. | understand you are requesting for fiscal 
rear 1953 an over-all total of $11 ,810,000, which compares with 
$22,500,000 in the current fiscal year. I further understand that in 
addition to that you are requesting a reappropriation of fiscal 1950 
funds to the tune of $1,725,000; is that correct? 

General Hampien. That is correct : yes, sir. 

Mr. WieeueswortH. Do you know how much is requested for 
military expenditure in fiscal 1953? 

General HamBien. No, sir; I do not. 

Mr. WiaGieswortn. Will you please furnish that, if possible, also, 
when you revise your remarks? 

General HamBLeN. Yes, sir. 

(The information is as follows:) 


Appropriation of funds requested for fiscal year 1953 for Ryukyu Islands 
{In thousands of dollars] 


1. Government and relief in occupied areas: 


Economic aid_ 7 es . $9, 400 
Information and education ee Me 8 ae 620 
Administration _ _ - ee . 1, 490 
Subtotal : cmt ES 
2. Army: 
Military construction: 
New authorizations _ — _ —- 2. = SAS 620, 700 
Existing authorizations _ _ 2s; 000 
Subtotal... =. NA Re Ss led ETS oes ee ae: 47, 700 
3. Air Force..._..-- leer oe : 30 200 
‘| begiAs — are : 79, 410 


COUNTERPART FUNDS 


Mr. WicaieswortH. How much is available for expenditure there 
through counterpart funds? 

Mr. Baron. The counterpart fund that we expect to have avail- 
able in 1953 is slightly over 1 billion yen, which amounts to about 
$9 millien. 

Mr. WiGGLeswortH. $9 million equivalent? 

Mr. Baron. That is right. 

Mr. Wiaa_esworrtn. Are those Japanese yen? 

Mr. Baron. Those are Ryukyuan yen, which are exchanged at the 
rate of 120 to $1. The rate between the Japanese ven and the 
Ryukyuan yen is 3 Japanese yen for 1 Ryukyuan yen. 

Mr. Wiaciesworts. What do you have in the current fiscal Agel ? 

Mr. Baron. We have in the current fiscal year, April 1, 1951, t 
March 31, 1952, the year just ended, 2,070,000,000. 
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Mr. WiGGLeswortH. Yen? 

Mr. Baron. Yen; that is correct. 

Mr. Wiae.eswortH. Do those counterpart funds require our 
approval when they are expended? 

Mr. Baron. They do, sir. 

Mr. WiacGLesworru. In every instance? 

Mr. Baron. In every instance. There is no exception. 


ESTIMATED OBLIGATIONS AND EXPENDITURES 


Mr. WiaaLeswortH. Have you given us anywhere a statement of 
estimated obligations and estimated expenditures as of June 30, 1952? 

General Lewis. You mean for GARIOA? 

Mr. WiaGieswortnH. | am coming back now to the GARIOA ap- 
propriation of $22.5 million, which you had for this fiscal year. My 
question is, How much of that is obligated and how much is actually 
expended, either as of some recent date or as of the end of this current 
fiscal year, or both? 

General HAMBLEN. Yes, sir; we have that. 

For the 1952 GARIOA, the obligations as of April 30 were $13,234,- 
596. 

Mr. WicGieswortu. That is obligations? 

General HamBien. Obligations. Unobligated was $9,267,122. 

Mr. WIGGLESWoRTH. That i is in a period of 10 months? 

General HAMBLEN. Yes, sir. 

Mr. WiaGieswortu. How much was expended as of that same 
date? 

General HAMBLEN. $10,810,984. 

Mr. Wica.eswortn. The balance of that $22,500,000, I assume, 
reverts to the Treasury as of June 30? There is no carry-over; is 
there? 

General HamBien. No, sir. We cannot spend any personnel funds 
after June 30, but contracts which are let prior to that time may be 
spent after that. 

Mr. WiaeGLteswortn. Yes, but you have only obligated $13 million, 
roughly, out of roughly $23 million, in 10 months. 

General HamBien. Yes, sir. The rest of it will be obligated before 
June 30. 

Mr. WiaaLeswortnH. Are you going to obligate $10 million between 
April 30 and June 30? 

General HAmBLEN. Yes, sir. The rice program will take care of 
that. 

General Lewis. It actually does not include an obligation of $3 
million something for rice, which has already been done, and $1.8 
million transferred to the State Department. 

Mr. Couprrr. All of that rice is purchased in the United States? 

General HamMBLEN. No, sir. We were fortunate this year in getting 
a special dispensation to buy a considerable portion of it in the Far 
Kast; Burma and Indochina; but. there were great political reper- 
cussions; and, as you know, there is a great shortage of rice in that 
part of the world, and it is carefully allocated by the governments. 

We had hoped to buy rice with nonappropriated funds in the Far 
East this next year, but we have a letter from the State Department 
in which they said they objected to us buying appropriated funded 
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rice in the Far East. So we have obligated 10,000 tons of rice to be 
purchased with GARIOA funds from the United States. The rest of 
the rice will be purchased with nonappropriated funds in the Far East. 

Mr. Wicaieswortn. If you are getting along with $13 million for 
10 months, or roughly $1.3 million per month, why should you rush 
out in the last 60 days and obligate some $10 million worth of funds in 
large measure for rice? If you do, is that not going to carry over, so 
far as utility is concerned, into the next fiscal year in very large amount? 

General HamBien. No, sir. In accordance with what we under- 
stood from our hearings last year, and what we asked for, we have a 
12 weeks’ carry-over each year. It takes about 12 weeks to get the 
actual shipments, and another 12 weeks to make the negotiations. It 
takes practically 6 months from the time money is available until we 
get these supplies on the ground. 

We did not get this money until November of this year. We were 
drawing down, of course, our cash balances all the time. 

Mr. Wiaeireswortu. You did not have any of this money until 
November? 

General Hampien. Not that we could really spend, because we 
have one-twelfth of it per month, as you recall, sir, on the temporary 
authorization. I think the Appropriation Act did not become avail- 
able until October 20, or something like that, so that we really knew 
what we could buy. This will not give us as much of a carry-over 
as we had last vear. 

Mr. Wiceiesworru. Is it not a fact that the $10 million which 
you propose to obligate in the last 60 days is going to be reflected in 
commodities which will be utilized in the economy there? 

General HAMBLEN. Partially. 

Mr. WieGcieswortu. In large measure in fiscal 1953 and not 1952? 

General Hampien. Not entirely in commodities, because it will 
reimburse the cash account that we drew down in order to keep 
ourselves alive until we got the money avialable. Our estimates of 
what we have on hand and what we can buy with this and what would 
be used in the meantime will give us a 12 weeks’ carry-over. 

Mr. Wiaecreswortu. When are you going to spend this $10 
million? 

General Hamsien. A good part of it is already obligated. 

Mr. WicgGLeswortu. I say: When are you going to spend it? 

General Hampien. You mean actually pay out the cash? 

Mr. WiagGLeswortu. Yes. 

General Hamsien. It will probably be after June 30. 

Mr. WiacGLteswortu. In large measure? 

General HAMBLEN. Yes, sir. 

General Lewis. We actually have made procurement applications 
for practically everything. 

General HamMBLEN. Yes, but that is an obligation; not an expendi- 
ture. 

General Lewis. As of the 31st of March the only thing in our 
money for the Ryukyus which will not be actually spent and paid for 
by June is practically nil, depending on the arriva! of our last $3 million 
purchase of rice. 

Mr. Wicciesworta. If I understand it, opposing statements have 
just been made on the record. I do not know which is correct. What 
I am trying to get at is: How much of this $10 million which you tell 
me was unobligated as of April 30 is going to be spent after June 30? 
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General Lewis. Actually everything on the Ryukyus Islands appro- 
priations. I do not know of the difference between ours and the 
$22 million——— 

Mr. WicGueswortnH. That is what I am talking about; that differ- 
ence between the $13,234,000 which was obligated and the 
$22 500,000. 

General Lewis. It will all be spent by the 30th day of June, and 
paid for, depending upon the arrival of our last $3 million shipment 
of rice. 

Mr. WiaGieswortu. If you say it is dependent on that. I think 
you are begging the question. 

General L EWis. I cannot answer as to whether or not the rice is 
going to arrive before the end of this month. It had not arrived 
when I left there, sir. 


PROCUREMENT LEAD TIME 


Mr. WiaGLtesworru. | understood General Hamblen to tell us you 
needed some 6 months’ lead time between obligations and expenditures. 

General Lewis. That is right, sir. 

Mr. Wicaieswortu. You have only 60 days here. 

General Lewis. Yes, sir. 

Mr. WicGLeswortn. How can it all arrive and be paid for within 
that 60 days if you need 6 months? 

General Lewis. I do not believe I understand. 

Mr. Baron. In this particular rice procurement, it is a GARIOA 
rice procurement—a procurement by the Japan Logistics Command. 
This procurement request has been entered to them many months 
previously. 

Mr. WiccGiesworrnu. I am not interested in that. I am interested 
in the obligational authority which was not obligated as of April 30, 
which I understood to be something just short of $10 million. 

Mr. Baron. This is the one major request, so far as economic aid 
to the Ryukyus Islands is concerned. This is the major thing that is 
still unobligated at the present moment. 

Mr. WicGLeswortu. $10 million? 

Mr. Baron. The $3 million as part of the Rvukyuan area of 
economic aid. The $10 million includes $1.8 million that is to be spent 
in the United States. 

Mr. WiaGLesworrn. I do not care what it includes. I want to 
know when it is going to be spent. 

Mr. Baron. The only area that we can respond for personally is 
the Ryukyus area, and the only thing I have to say on that is that on 
the 3lst of March we have in the Ryukyus put out procurement re- 
quests for everything. Now, everything is all tied up excepting ap- 
proximately $200, 000 in fertilizer, and moncy to be spent for the rice 
which will undoubtedly be finished this month. 


PROCUREMENT THROUGH JAPANESE COMMAND 


Mr. Covuprrr. Actually what the fact is you do not know. That 
is What it amounts to. You have evidently cleared these requests 
through the Japanese Command as it existed at that time. 
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Mr. Baron. The Japanese Command is our procurement agent for 
GARIOA things. We do know they have gotten everything except 
these two items. 

Mr. Covuprrr. You do not know what the status of these two items 
is? 

Mr. Baron. We know, for example, that there is a ship now in 
Bangkok to pick up this rice. It is a very difficult political situation 
to buy this amount of rice. We know that the contract was flown to 
Bangkok on the 26th day of May. Whether anything goes wrong 
with that contract in these next few days we cannot guarantee, but 
we have been following this thing up to that point. 

Mr. Covuprrr. You pointed out to Mr. Wigglesworth, in the course 
of discussing this matter, that a large part of this rice came from 
the United States. 

General HamsBien. That is for next year, sir. 

Mr. Covuprrt. That is not for this? 

General HAMBLEN. No, sir. 


EXPENDITURE RATE 


Mr. Wiacieswortn. I do not want to belabor this point, but I 
cannot make General Hamblen’s statement of unobligated funds as 
of April 30, plus time necessary to complete acquisition and pur- 
chase, square in any way with what vou have just told us. 

General Hamsien. My statement is not correct in this particular 
instance. 

Mr. WicGiesworta. You told me, did you not, that there was 
$10 million unobligated? 

General Hampien. Approximately. 

Mr. Wiagetesworrn. With 60 days of the fiscal vear to go. 

General HAMBLEN. Yes, sir. 

Mr. Wicciesworrn. I thought I asked a very simple question. It 
was: When will those funds be obligated? You expect to do this 
within 60 days. I then asked: When will the money be expended? 
You said, as I understood it, that you normally needed something 
like 6 months of lead time from obligations to acquisition expenditure. 

General HamBien. That does not apply to this particular purchase 
we are talking about now. 

Mr. Gary. It does not apply to the Ryukyuan funds, in other 
words; is that correct? 

General HamBien. No, sir. 

Mr. Gary. It applies largely to the Japanese funds. 

General HampBien. It applies to funds, for instance, when we have 
to purchase in this country. We have ta get the allocation long 
before we obligate the funds. We have to know we have the funds 
before we can get the allocation, so it takes a long time. We like to 
plan 6 months in advance, and have a 3 months’ supply on hand. 

Mr. Wiaeiesworrn. I understand that you are saying to this 
committee, then, that all the $10 million that was unobligated as of 
April 30 will, in your opinion, be obligated, and that all the com- 
modities which that $10 million will acquire will, in fact, be acquired 
and paid for before June 30, 1952? 

General Hampien. We hope so. 
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Mr. WiaGieswortnH. What is your opinion on it? You do not 
know, is that the answer? 

General HamBien. The answer is I do not know. It depends on 
how quickly the ships get away from the harbor. But if it is not 
June 30 it will be very shortly thereafter. 


TRANSFER TO STATE DEPARTMENT 


Mr. Gary. You referred to the transfer of $1.8 million? 

General HAMBLEN. That is a part of the $10 million. 

Mr. Gary. That was transferred to the State Department? 

General HAMBLEN. Yes, sir. 

Mr. Gary. Is that the balance of the funds on hand for Japan when 
the treaty became effective which we authorized to be transferred to 
the State Department? 

General HAMBLEN. Yes, sir. 

Mr. Gary. To take care of the expenditures from the time of the 
signing of the treatv until the end of the fiscal year? 

General HAmMBLEN. Yes, sir. 

Mr. Gary. I believe we authorized that transfer in a supplemental 
which passed a short time ago. 

General HamBuen. Yes, sir. 


BALANCE OF PAYMENTS 


Mr. WiaaLteswortu. Now, you have spuvken in a general way of 
how you arrive at this over-all figure of $9.4 million for economic aid. 
It is simply a matter of balance of payments computation, as I under- 
stand it. 

General Hampien. That is correct, sir. 

Mr. Wiaciesworrn. Is this the breakdown of the computation on 
page 815? 

General HamBLeN. 816, sir. 

Mr. WiaGLteswortnH. 816. How good are those estimates? 

General Hamexien. Those estimates are a little short. The imports 
are going to be more than $40 million, and the exports, or the amount 
they earn, is gomg to be a little more than we anticipated. So far as 
we can find out, the difference does not vary. 

Mr. Wiaeieswortn. Well, are these figures actual figures for 1952, 
or are they estimates? How good is the whole computation? 

General HampBien. They are actual figures up to the time we went 
to press. They are estimates for the rest of the vear, based on the 
history up to that time. 

Mr. WiaGtesworrnu. If I add up those pluses under the fiscal vear 
1953 and take away the minuses, ought it to give me $9.4 million? 

General Hampien. That is right, sir. It is interesting to know, 
sir, that last vear, 1952, the Ryukyuans were able to produce $28 
million from their own economy, and on our estimates this year they 
will be able to produce $31 million, showing that they have earned 
themselves slight more than $3 million this vear. 

Mr. WiaGteswortH. What does that cash balance end-of-the-year 
figure mean? 

General HamB Len. That means the amount of working balance that 
they have; cash on hand in the Ryukyus. 
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Mr. Wiceiesworru. Is that included in your computation? 

General HaAMBLEN. Yes, sir. We tried not to affect the balance. 

Mr. Wiaeteswortu. Is that a plus or a minus? 

General HamsBien. The balance is a plus—money we actually have. 

Mr. WieGiesworrn. It does not look to me as if you get the mathe- 
matical results from that column which you suggest. 

General HamBien. Which column are you adding up, sir? 

Mr. Wice.eswortna. Fiscal year 1953. 

It seems to me that the cash balance at the end of the year is not 
taken into account but is left as a sort of a kitty for them? 

General Lewis. It is not taken into the computation there; no, sir. 

Mr. Wiae_eswortu. In other words, there is $7,307,000 there that 
strictly and technically you might take out of the $9,400,000 that you 
say that they need? 

General Lewis. That is correct, sir. That is the working balance 
which they have. 


TRANSPORTATION OF COMMODITIES 


Mr. WigGLtesworrn. | did not understand your response to the 
chairman in justification of the item ‘‘ Transportation of commodities” 
which increases $328, 400 over this year or more than double. 

General HamBien. That is right; last year $1,598,600 and this 
year $1,927,000. 

Mr. WiegeteswortH. What is the explanation of that with a declin- 
ing program? Have you any detailed breakdown of that? 

General HamBLEN. Yes, sir; I have. 

Mr. Wiac.ieswortnH. Where is that? 

General Hampuen. I have not vet submitted it. I have it here, 
sir. The program anticipates 10,000 tons of rice at $42 a ton, making 
$420,000; 17,800 tons of soybeans at $40.37 a ton or $718,600; 1,500 
tons of lard at $44 a ton, $66,000; 3,100 tons of milk at $44 a ton, 
$136,400; 9,590 tons of fertilizer at $15.95 or $153,000; 30,997 tons of 
petroleum products at $13.97, equaling $433,000. 

The total tonnage is 72,987 at a total cost of $1,927,000. 

Mr. WiaeieswortuH. When you revise your remarks will vou 
insert a comparable statement for the current fiscal year? 

General HamBuen. Yes, sir. 

Mr. Wiee.esworrn. Calling for less than half that expenditure 
for transportation? 

General HaMBLEN. Yes, sir. 

(The matter referred to follows:) 
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GARIOA Transportation, Fiscat YEAR 1952 


During 1952, it is estimated that $1,598,600 will be spent for transportation 


of GARIOA commodities. 
than the estimated 1952 total. 





} 


The 1953 request for this project is 17 percent more 


Cost per | Metric ae 

| Metric ton | tons Fotal 
SOLE ES ee ae ee eee ees ere Sais Res ea Ed ee es 
O° are, ae ee a BN NS eco ea) a | $44. 00 | 1, 800 $82, 000 
SE CS ERE Se pare RR ne PLS GOT eam eee R ND | 13. 58 | 12, 000 163, 000 
NE Us v5 a Akennnae an eaamewe a 11. 94 | 32, 400 387, 000 
Industrial materials 25. 03 3, 700 92, 600 
Food machinery - : ; Pee thea SL ADT ER AC ek aE 41.00 1, 500 61, 500 

Commodities procured in fiscal year 1951 and shipped during fiscal | } 
NE TROBies idcw bacdoen POSE ne aE SALSA aE Re | 33. 07 | 17, 311 572, 500 
Stevedoring and port-handling charges B te see 240, 000 
RIOR, Oh ib a renacaauekewsha 168,711 | 1, 598, 600 
' 

1 In addition, 39,500 metrie tons rice and flour procured and shipped during fiseal year 1952. As this 


procurement was made on a landed cost basis, transportation charges are not shown in above breakdown, 
Civit INroRMATION AND Epucation Division 


Mr. Wice_eswortu. With reference to “Civil information and 
education,” as I understand it, you are asking $320,000 for materials. 
What was the comparable figure for this year? 

General Lewis. $420,000. 

Mr. WiacieswortH. How did you arrive at $320,000? Is that 
just a convenient part of the theoretical amount that you need for the 
balance of payments? 

General Lewis. No, sir; it is for books, subscriptions to periodicals, 
library supplies, visual aids, documentary films, ete. 

Mr. WiaGieswortnH. | see your breakdown on pages 35 and 36 
and I am just wondering how you happened to arrive at the particular 
figures. 

General HamBuien. That is a breakdown for the materials required 
for the exchange of persons program. There were 59 persons we were 
going to bring in. 

Mr. WiaaLteswortH. Where is this breakdown? 

General Lewis. I have it here, sir. I do not believe it is in your 
book. 

Mr. WiaGieswortn. That is for Civil Information and Education? 

General HamBLeN. Yes, sir. 

Mr. WicaLteswortn. The sheet that you have just handed me is a 
breakdown specifically of the item of $320,000 which compares with 
$420,000 for the fiscal vear 1952? 

General Lewis. Yes, sir. 

Mr. WiaGieswortnu. | suggest this be put in the record at this 
point, Mr. Chairman. 

Mr. Gary. It may be put in the record at this point. 

(The matter referred to follows:) 
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Civil information and education division, services, supplies, and equipment require- 
ments, Ryukyu Islands, GARIOA project 166 


ms ‘iscal yee 
Fiscal year Fiscal year 


On Activity or item 1952 pro- 1953 pro- 
5 ina gram posed 
program 
1 | Books_. . : mar : — $34, 144 $39, 800 
2 Subscriptions and periodicals f 13, 846 14, 650 
3 Pamphlets and documents........_- ' 5 cuianeatie eatnwin 2, 700 2,500 
4 Library supplies. --_- - pee ea oe : 3, 000 3, 500 
Educational supplies and equipment : tp SOS - 18, 500 19, 250 
6 Motion-picture supplies and equipment 5 500 10, 000 
7 Music scores and records.__--- Z : 5,000 6, 000 
& | Visual-aid supplies, exhibits, and exhibit supplies. -- 18, 624 28, 650 
9 Radio supplies and equipment 1 148, S78 10, 500 
1) Newsprint, photographic supplies é ped i PF 33, 568 3h, 800 
ll Press, radio news, and photos 18, 000) 21, 350 
12 | Production of documentary films in United States Bs, 000 65, 000 
13 | Film strips and film-strip services 4, 240) 7. 500 
14 | Replacement parts for sound equipment : 8, 500 &, 500 
15 Processing of documentary films in Japan__- ; : 5, 000) 11, 000 
16 | Film raw stock ‘ Sete a 33, 500 35, 000 
7 | Jeep station wagons (bookmobiles : 9.000 
| ‘ ee J : 420, 000 320, 000 


! Installation of island-wide radio communication facilities completed using fiscal] year 1952 funds. 


Mr. WicGLteswortH. What is the basis of the figures arrived at? 
They include books, subscriptions and periodicals, pamphlets and 
documents, library supplies. educational supplies and equipment, 
motion-picture supplies and equipment, music scores and records, 
visual-aid supplies, exhibits, and so forth. They also include jeep 
station wagons, bookmobiles. There are 17 different items? 

General Lewis. Yes, sir. 

Mr. Gary. The bookmobiles are included for the 1952 program but 
not for 1953? 

Mr. WigGieswortn. That is right. 


INFORMATION CENTERS 


General Lewis. We have in operation six information centers, 
three on the island of Okinawa, one on the island of Amami O’Shima, 
one on the island of Ishigaki and one on the island of Miyako. Those 
are information centers which have been constructed with GARIOA 
funds and are centers of the information program on all of the islands. 
We have personnel stationed at all of these information centers and 
they are responsible for using these materials for the orientation and 
information of the people in the islands. 

Mr. Covuprerr. Does that include the university? 

General Lewis. No, sir; it does not include the university. 

Mr. WiegGieswortu. Is this going to be a recurring item? 

General Lewis. That should be a vearly item; ves, sir. One of the 
functions which is a purely United States function is carried out there. 
We operate that whereas everything else we attempt to turn over to 
the natives to operate. This is the responsibility of the United States 
for the orientation of the native economy. 
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RADIO STATION 


Mr. WiceGLesworrn. Will you spend all of that $420,000 this vear? 
General Luwis. Yes, sir; it will be completely spent. The large 
item of difference between the $420,000 and the $320,000 is the con- 
struction of a radio station. The radio station will be completed 
this vear, sir. 
SCHOOL SYSTEM 


Mr. Covuprrr. Is there a native school system? 

General Lewts. Yes, sir; there is. Their school system is patterned 
largely after the Japanese system. There are 9 vears of required 
attendance; 6 elementary school, 3 junior high school, and 3 high 
school or 12 years of schooling altogether. 

Mr. Covuprrr. For all practical purposes what we are doing there 
is spending $420,000 this vear for propaganda in the Ryukyu Islands? 

General Lewrs. Yes, sir—well, it is not propaganda, no, sir. We 
are not supposed to use that word. 

General HamBLen. We think we are getting value received out of it. 


RADIO OPERATIONS 


General Lewis. This program we feel is really accomplishing some- 
thing in the operation of these information centers. We will have the 
radio station in operation by the Ist of July. The radio station will 
have a broadcasting station on the island of Okinawa and relay sta- 
tions on the islands of Amami O’Shima, which is the largest island to 
the north, another relay station on the island of Mivako which is to 
the south, so that we will get coverage of the native economy in the 
radio program for the islands. At the’ present time they have no 
radio program other than what they get directly from Japan or from 
the Chinese mainland. 

VOICE OF AMERICA 


Mr. WicGLteswortn. The Voice of America does not operate in the 
Ryukyus? 

General Lewis. It is being constructed right now, sir. That is 
under construction right now. 

Mr. WicgGtesworrn. You are going to have a little competition 
there then? 

General Lewis. No, sir; the Voice of America will not broadcast to 
the islands but will broadcast to the mainland of China. 

Mr. WiaGLteswortu. The Voice of America does not broadcast to 
the Ryukyus? 

General Lewis. That is not the intention, sir. 

Mr. WigGieswortH. Does it or does it not? 

General Lewis. No, sir; not yet. It does not. It is not construct- 
ed yet. 

Mr. Wiceiesworrnu. I am referring to the Voice of America that is 
broadcast from America. 

General Lewis. No, sir; it does not. 

Mr. Wicciteswortnu. Is there any other broadcasting program? 
Does the Ariny have one? 
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eres 


General Lewis. Yes, sir; the Army has a radio station of its own. 
That is in English for the occupation forces. This station will broad- 
cast primarily in Japanese, that I am referring to. 

Mr. Wicciesworrtn. I note you say that, “As an aid in achieving 
the objectives of the civil information and education program it is 
estimated that the Ryukyuan economy will provide 20 million yen 
in support of the Ryukyus University and related activities and 28 
million yen for other related program activities in the current fiscal 
year.” 

What does that mean? 


RECEIVING SETS AVAILABLE 


Mr. Gary. If you will permit an interruption, with reference to 
the radio station, have you any idea how many receiving sets there are 
in the Ryukyus? 

General Lewis. We are going to provide group listening sets in 
the villages. Since they have very little power to receive these things, 
we will set up group listening systems in the different villages and 
charge them for this. We will have 85 central stations to broadcast 
to the villages. Actually, on the outer islands you can say that 
there are practically no radio sets at the present time. 

General HamBLeNn. They will have 22,000 sets available for this 
program and it is anticipated that it will become self-sustaining or will 
pay for itself inside of 10 years because of the licenses for listening. 


RYUKYUS UNIVERSITY 


Mr. Wiecieswortn. I have not yet got any explanation of the 
contribution to the Ryukyuah economy of 48 million ven as set out on 
page 833. 

General Lewis. That is income to the government of the Ryvukyuan 
Islands which will be used to support the university and other related 
programs of the regular school system, and so forth. 

Mr. Covuprert. Does the university include a school system or is 
that something apart? 

General Lewis. At the present time the university is separate from 
the school system. In the next year we are going to incorporate it 
within the school system and put it under the same control. 

Mr. Covuperr. Is “university”? a euphemism for this institution— 
or what is it? 

General Lewis. It is not a university in your concept of the term 
university. It is a high-grade advanced high school or junior college. 

Mr. Covuprerr. How large is the pupil population? 

General Lewis. We will have this year 1,000 students and we 
expect to stop the enrollment at 1,000. This is the first year we have 
had a 4-vear program in operation and we do not expect to expand 
beyond that as far as the student enrollment is concerned. 

Mr. Couprrr. And the cost of that is 20 million yen which trans- 
lated into dollars is how much? 

General Lewis. $160,000. We have no intention of expanding the 
university to the point of technical training such as for doctors, 
lawyers, people of that type. We just cannot do it. We do not 
have the facilities. 
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Mr. Gary. Is there anything further that you wish to observe 
with relation to the Ryukyus? 

Mr. Covuprert. Nothing except to observe, as I read this justifica- 
tion at page 833, “Civil information and education,” or reorientation, 
that there does not seem to be anything magic about the figure of 
$320,000 or any other figure. It seems to be just a matter of how 
much seems wise and what is available in the way of money to spend 
for those general purposes. 

General HampBien. That is correct; yes, sir. 


Pay or CrviniAN EMPLOYEES 


Mr. Gary. We shall take up project 410, “Pay of civilian employ- 
ees,’’ and insert in the record at this point pages 842 and 846. 
(The matter referred to follows:) 


Section IIT. ADMINISTRATION 


Prosecr 410.—Pay of civilian inate Ryukyu Islands 


' 


Actual Estimated | 





























| 
Estimate 
obligations, | ob; obligations aaa 
| fiscal year | fiscal year. —— 

| 1951 | 1952 | 

ie) 83) ek a as a | $2, 260, 691 | $1,600, 000 | $1, 407, 000 
A. REQUIREMEN1S 
D: 2 et Ree eS one mae : ex ‘ig 
tivi Total Tota 
Activity | number | salary 

Sa Se OeER Ce CS ee te ee = ! Sh 
Permanent positions 226} $1,244, 664 
pe Se ES | ee er eee —26 | —143, 886 
ES IE LEE DENT TTR 200! 1,100, 778 
Temporary and part- -time employment , : eer te eee + 16, 800 
Ps SD EC PORE, DEO. gg 6 wok cakes hh bad tb ama bat bcchmccccenes|awanssaccccesn| 4, 210 
Payment above basic rates- - ~_-_- ; CS RE, CREEL SOE SORES, See Sn De 7 285, 212 
Tetal personal services... __-. hich os el nde REE REL AS once chongh ddcndninateds 1, 407, 000 

i 

. B. JUSTIFICATION 


The objectives of military government in the strategically important Ryukyu 
Islands are to establish self-governing communities, improve health and sanita- 
tion, reestablish trade and agriculture, and develop in the population the ability 
to support themselves adequately. To mosorplish this a staff of United States 
civilians is required. The estimates submitted herein represent a real effort to 
keep administrative costs toa minimum. Following reductions effected in fiscal 
year 1952 by scaling personnel down to an estimated $1,609,000 (including pay 
increase under Public Law 201), additional reductions w ere effected, decreasing 
the current request to $1,407 ,000. 


Prosecr 410.—Pay of civilian employees, Office for Occupied Areas 





| Actual Estimated | , 
| obligations, | obligations, | mse ga 
| fiscal year | fiscal year | 1983 


;  195t | 1982 





Tota for project.......... LNs ie Rem nee ee EE Mie Scot | $906, 353 $435, 000 $206, 430 
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A. REQUIREMENTS 





| | 
Activity | Total number, Total salary 











- t ie OE. pr | 

I a la a clin fig Ca ts Sig caddis Kee saa kglcetaiinied 41 | $203, 834 

Pe ees Gee snc cis Ns ood : ae | —3 | —14, 054 
Ney pramnnits... - 022) of De oie aca MS 38 | 189, 780 

Dear Bre er UCN 2 edo a ek a | 15, 000 

Payment in excess of 52-week base _- 4 eae ; , sii = eee ee 650 

Payment above basic rates___- : : 1,000 
Total personal services_—____- oi ; 206, 430 


B. JUSTIFICATION 

The Office for Occupied Areas is responsible for the support in the United States 
of all government and relief in occupied area activities. This responsibility 
encompasses the formulation and implementation of policies in connection with 
economic, political, governmental, financial and similar problems which are 
incumbent upon the Department of the Army as a result of military occupation. 
The funds requested are needed to defray the cost of salaries of the staff assigned 
to duties directly related to GARIOA programs at the headquarters of the 
Department of Defense. 


LOCATION OF UNITED STATES EMPLOYEES 


Mr. Gary. The table at page 842 shows the civilian employees on 
the islands and page 846 shows the backstop here in the United States 
to supply that program. 

Mr. WicGLeswortn. Are all these 200 people in Okinawa? 

General Lewis. No, sir; they are not. They are within the 
Ryukyu Islands. 

Mr. WicGLeswortn. I asked whether they were in Okinawa. 

General Lewis. Some are on the Island of Amami O’Shima, some 
on the Island of Miyako and some on the Island of Ishijaki. I have 
two on each one of these islands and then I have a group of six in 
Japan. 

NATIVE PERSONNEL 


Mr. WiceLesworts. How many native personnel have you got in 
vour administrative set-up? 

General Lewis. We have none that are paid out of GARIOA funds, 
Any who are employed or used in our offices are paid for by the 
government of the Ryukyu Islands. 

Mr. WiceteswortnH. Then they are not a drain on Uncle Sam even 
in terms of counterpart funds; all their expenses are borne locally? 

» General Lewis. Yes, sir; they are counterpart in that we give 
counterpart fund assistance to the government of the Ryukyus. We 
require them to pay for certain of the people who work for us. 

General Hampien. But there is no direct connection between the 
civilian employees and counterpart. 

General Lewis. No. 

Mr. Wiccieswortn. As I understand it, all of the local personnel 
in your set-up are paid by——— 

General Lewts. The government of the Ryukyu Islands. 

Mr. Wicgcieswortn. Not by Uncle Sam in any way? 

General Lewis. That is right. 

Mr. Covuperr. That is, native personnel. 
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General HamBLeNn. Native personnel; yes, sir. 
General Lewis. The law prohibits me from doing so. 
General HaAmBLEN. We stopped it last year. 


DEPARTMENTAL STAFF 


Mr. Wicetesworrn. Do you still require 38 persons, General, to 
backstop this project in the Department of the Army? 

General HamBuien. Yes, sir. I whittled this down to what I thought 
was less than the minimum. We shall do better if we can. 

Mr. WiaGteswortu. I remember in the old days when that num- 
ber would probably have manned the biggest embassy we had any- 
where in the world. 

General HamBuen. Yes, sir; I will agree with you, sir. 

Mr. Couprerr. What do these 38 people who are here do, besides 
yourself? [I assume that you are here, being in charge of all of it? 

General HampBuien. | have a breakdown here. This is a list as of 
April 18, and what they were actually doing as of April 18. There 
were 13 in the professional class and 33 in the clerical class. 

One chief of the economics division; one international economist; 
one fiscal and financial economist; one financial economist; one region- 
al specialist 13; one regional specialist 12; one budget officer; program 
specialist; two foreign affairs analysts; one program specialist and 
one fiscal officer; two secretaries 6; three secretaries 5; two secretary- 
stenographers 5; two mail clerks 4; 7 stenographers 4; three secre- 
tary-stenographers 4; 3 clerk-typists 4; two clerks 4; one property 
clerk 4; four clerk typists 3; one general clerk 3; three messengers. 

Four of the people who are carried here as fiscal and financial econ- 
omists are working practically full time on fiscal records going back as 
far as Germany—for instance, we are putting in an enormous claim 
against Germany and Japan for GARTIOA and other economic aid 
which we have given to those countries and it takes four people, and 
it will take them a long time, to adjust aad correct and bring the 
records up to date. 

Mr. Couprrr. Does vour Washington staff, in effect, direct the 
governmental operations in the Rvukvus? 

General HamBuen. Yes, sir, and in Trieste; very little in Trieste. 

Mr. Covuprerr. Will these 38 personnel you have just recited also 
take care of the Trieste situation? 

General HamBLEN. Everything. 

Mr. Covuprrr. Then that is not confined to the Ryukyvus? 

General HAMBLEN. No, sir; it is in addition to the people who are 
supporting GARIOA appropriations. I have worldwide responsi- 
bilities in military government civil affairs which are military responsi- 
bilities and we do not charge them to GARIOA. They are paid out 
of direct military appropriations. We have felt because of our 
previous hearings here that nobody should be on the GARIOA pay- 
roll unless he was directly backstopping some GARIOA function in the 
field. We have also been backstopping Japan. 

Mr. Wreaateswortn. That is over. 

General Hampien. That is over, and the economic aid and adminis- 
tration is over. The fiscal accounting is not yet over. 

Mr. WiaaLeswortu. These 38 persons are all in respect to the 
Ryukyus or Trieste? 
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General HampBien. That is right. 

Mr. Covpert. Does that represent any[reduction from previous 
years? 

General HamBLEN. Yes, sir; not as big a reduction as we wanted. 

Mr. Wiccieswortn. It looks as if you took off three due to the 
winding up of the work in Japan. 

General HAMBLEN. No, sir. We started last year with 113 and this 
year we are asking for 41. As the work has dropped off we have cut 
them out. We asked for $450,000 to take care of the 10-percent pay 
increase. Congress did not give us that and we had to absorb that 
out of our own funds that we had. The result was, of course, that we 
had to discharge people just as fast as we could and some of these 
figures which appear in the back-up here are not accurate within 
$10,000 because at the last minute we had to take $10,000 from some 
appropriation to pay our people to get them home. & But my office 
has gone from a total of military and civilian a year ago ef 175 dewn to 
our present figure of 72. 

Unfortunately, when you cut off the economic aid you cannot cut 
personnel with the dollars. It is just as much trouble to administer 
$9,000,000 as it is $15,000,000. 

Mr. Covpert. Theoretically, I suppose when you get an area like 
the Ryukyus organized on the ground there should be almost no need 
for backstopping. 

General HamBLEeN. That is partially right. We use some of our 
ecple, of course, to watch world trade to see where we can make the 
est buys of wheat, rice, and so forth. Even though they were self- 

supporting, we would have to have a small staff. 


TRIESTE 


Mr. Gary. We will insert in the record at this’ point the table 
appearing on page 847 of the justifications, which shows that you are 
requesting $93,570 for Trieste for the fiscal year 1953. 

((The table referred to follows: ) 


Section III. ADMINISTRATION 


Prosect 410.—Pay of civilian employees, Trieste 


























' Actual | Estimated | is 
| obligations, . obligations, | ree 
fiscal year fiscal year | 1983 - 
1951 1952 | ; 
Total for project .._.._.-- A PRY Nae Rio EM aR | $104, 551 $101, 500 | $93, 570 
A. REQUIREMENTS 
ee ee ee Sey Me eee ane é. soegi tree 
Activity Total number) Total salary 
Permanent positions AR chRe ete Cee: ered Pen ¢— Ree ee Le Tete 14 | $85, 765 
Deduct lapses (net) _...........--- cehniohenhaacudowsaes 6S -—2 --10, 778 
Net permanent. _- Stee enlace cia aconichs de Felaagiance aS eae 4 12 74, G87 
Payment in excess of 52- nN ek 0 Sar? oe 73 CS eu he eet Ena 2 ¢ 20 
re 7 eee ceeded bad easel m enh aii 18, 323 





OI NN I ie hide tse Ree eane tes ee et ee 83, 570 
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B. JUSTIFICATION 


The Treaty of Peace with Italy provides that the Free Territory of Trieste shall 
continue to be administered by the allied military commands until a governor 
for that area is appointed by the Security Council of the United Nations. There 
appears to be no early prospect of such appointment being made. Trieste, though 
small in area and population, has all the complexities of government normal to 
any sovereign state. The economic, social, and political problems of Trieste 
require experts in certain fields of civil administration. These experts have been 
paid from the GARIOA appropriation as the United States pro rata share of the 
civilian personnel required by allied military government. Their employment 
will be required until a governor for Trieste is appointed or Trieste is returned to 
Italy. 

Mr. Gary. Can you tell us something of the political background 
in Trieste? 

General HamBuien. To go back a bit, it was necessary at the end 
of the war for us to negotiate with Tito of Yugoslavia in order to get 
in there. Actually, 1 was one of the negotiators. We wound up 
by dividing the free Territory of Trieste, which had been covered in 
the Italian peace treaty, into two parts. Neither the United States 
nor Great Britain wanted to take the whole responsibility for the 
Allied side, which includes the city of Trieste and a small area around 
it, and it was agreed they would govern it jointly until a governor 
could be appointed under the terms of the peace treaty. The Army 
was responsible entirely for the American staff at that time, but since 
that time we have made arrangements with the State Department 
whereby they furnish a portion of the American staff there. 

ECA has been putting money in there. We have had on our side, 
the Army side of the government of Trieste, the economic people, the 
economic advisers and the economic-control people so that we could 
see that the United States money that went in there was properly 
controlled.: Each year we have been able, because the local govern- 
ment was able to take over more of the administrative work, to cut 
down our personnel, now down to 12. Those people are largely 
involved in supervising the expenditure of money in Trieste. 

Mr. Gary. Trieste under the treaty is to be a free city? 

General HamMBLEN. Yes. 

Mr. Gary. And to be governed by a governor to be selected by the 
Inited Nations? 

General HAMBLEN. Yes. 

Mr. Gary. They never have been able to agree upon a governor? 

General HamBien. That is right. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Gary. If there are no further questions, we will stand adjourned 
until 10 o’clock tomorrow morning. 
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GOVERNMENT IN OCCUPIED AREAS 
WITNESSES 


JOHN J. McCLOY, UNITED STATES HIGH COMMISSIONER FOR 
GERMANY 

JAMES W. RIDDLEBERGER, DIRECTOR, BUREAU OF GERMAN 
AFFAIRS, DEPARTMENT OF STATE 

CHAUNCEY G. PARKER, CONSULTANT TO THE DEPARTMENT OF 
STATE 

GLENN G. WOLFE, EXECUTIVE DIRECTOR, HICOG 

SHEPARD STONE, DIRECTOR, OFFICE OF PUBLIC AFFAIRS, HICOG 

HENRY J. KELLERMANN, PUBLIC AFFAIRS OFFICER, BUREAU OF 
GERMAN AFFAIRS, DEPARTMENT OF STATE 

EDWARD B. WILBUR, BUDGET OFFICER 


tmounts available for obligation 











1951 actual 1952estimate 1953 estimate 
AD $26, 250, 000 $20, 500, 000 
Pr pay increases 931, 951 
Rei fi ecoun S09, 947 
Obligations incurred _. 27, 991, 808 20, 500, 000 
C 
qG 1 | fG 1) p 
f Sta $27, O68, 292 
(rs 1 1 1 Au D k 
~ 4, O48, 640 
Total obligations 31, 116, 982 27, 991, S98 29, 500, 000 
Obligations by activities 
Description 1951 actual 1952estimate 1953 estimate 
4 t OF 
Cc t of 1 th Austria ; $1, 278, 254 $1, 371, 300 $1, 323, S00 
Pu ffa 1, 957, 305 1, $79, 800 1, 189, S00 
Admuinistrat o 789, 972 748, 900 786, 400 
$. Conduct of relations with Germany 7, 446, 059 6, 464, 909 3, 739, 995 
5. Public affairs, Germany 16, 069, 476 13, 826, O1F 10, 901, 568 
Administration, Germany 2, 920, 351 2, 891, 027 2, 058, 437 
rotal direct obligations _ - bad 30, 461, 417 27, 181, 951 20, 500, 000 
i v fR i iO i 
1. Conduct of relations with Austria 23, 109 
2. Conduct of relations with Germany 492, 027 662, 843 |... 
3. Public affairs, Germany , 3, 000 
4. Administration, Germany ; 137, 379 147, 104 
I ] obligations le r é 
accou 655, 515 809, 947 | - a . 
Total obligations__- : ar 31, 116, 932 27, 991, 8GS 20, 500, 00K 
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Obligations by — 


; : . aa 
Object classification | 


1951 actual 

Summary of Personal Services | 

if 
Total number of permanent positions : 3, 309 
Full-time equivalent of all other positions... _- 5 ; j 25 


Average number of all employees. . 2 564 


Average Salaries and grades: 
General schedule gr: 

Average Salary 

Average grade 

Grades established by 






$4, 693 
| GS-7.5 
Act of 1946, as | 


Foreign Service 











1952 


amended (22 U.S, C. 801-1158; Public Law 201): 
Average salary $5, 684 
Average grade FSS-7.2 
Personal service obligations: 
Permanent positions 146 
Part-time and temporary positions GO! 
Regular pay in excess of 52-week base 
Payment above basic rates 178, 118 
fotal personal service obligations. 13, 621, 873 
Direct Obligations 
01 Personal services 
02 Travel 
03 Transportation of things 
04 Communication services 
05 Rents and utilities 
06) Printing and reproduction 
07 Other contractual services 
Services performed by other agencies : 
O08 Supplies and materials 2. 605, 3 
09 Equipment | 1, 241, 863 | 
11 Grants, subsidies, and contributions 7,086, 189 | 
Unvouchered 14, 856 | 
Potal direct obligations 30, 461, 417 


Obligations Payable Out of Reimbursements From Other Accounts 


01 Personal services 


02 Travel 66. 055 
03 Transportation of things | 1,159 
04 Communications. - - - ; 14, 509 


05 Rents and utilities 
06 Printing and reproduction 


07 Other contractual services: Services performed by other 


agencies : : $11, 872 

08 Supplies and materials 26, 290 

09 Equipment 911 
Total obligations payable out of reimbursements from 

other accounts 655, 515 

Total obligations i coincide 31, 116, 932 

Analysis of erpenditures 
1951 actual 


Unliquidated obligations, start of year —.___- 
Obligations incurred during the year 


Deduct: H 
Reimbursable obligations 


Unliquidated obligations, end of ye: ‘7 


Total expenditures_.....- 
Expenditures are distributed as follows: } 
Out of current authorizations 
Out of prior authorizations -. 
Out of anticipated 1952 suppleme ‘ntal for 


pay increases - 


Bt 


$5, 320 





329, 578 


13, 820, 688 








809, 047 


S98 





, 991, 


52 estimate 


$27, 991, 898 


27, 991, 898 


809, 947 
2, 181, 951 


25, 000, 000 


24, 103, 849 


896, 151 


estimate 


1 


{ 


| 
| 





1953 


$20, 4 


estimate 


, 409 
11 
1, 348 


$5, 965 








pe 

l, 

1, 270, 589 
470, 794 

5, 643, 541 
25. O00 


20. 500. 000 


OO, OOO 


153 estim 


$2, 181, 951 
20, 500, 000 


20, 000, 000 


18, G00, GOO 
1, 964, 200 


35, 800 
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SuMMARY OF EsTIMATE 


Mr. Gary. The committee will come to order. 

We will consider this morning the request for Government in 
Occupied Areas, and in this connection we will insert in the record the 
table appearing on page A of the justifications, from which it 
appears that the request for 1953 is $20,500,000. 

It also appears from this table that the requirements for 1952 were 
$26,950,000, but due to changes in a supplemental request, the ap- 
propriation for 1952 was $26,250,000, plus the pay act fund of 
$630,000 provided in the Third Supplemental Appropriation. bill, 
making a total of $26,880,000. Therefore, the request for 1953 is a 
decrease of $6,380,000 below the 1952 figure. 

Of the amount requested, $16,700,000 is for Germany, which we 
shall consider first. 

(The matter referred to follows: ) 





Summary of Requirements, fiscal year 1953—appropriation: Government 
in occupied areas 


Appropriation, 1952 regular act...-._-.--- Sihathtintaanb nations 











Supplemental appropriation act, 1952___.- PIE EAE Na REE EEA a iy RS $26, 250, 000 
Proposed supplemental due to pay increases prov ided by Public Law 201........-.....--...-- 700, 
ON REESE 8 5 a ae RSE LSE OM HORNA EN ei 
Net difference between 1952 and 1953: 

Requirements Difference 

By projects or functions eed = a on Ee Ped eee (+) 

adjusted 195: crease (—) 

1. Conduct of relations with Austria__._.......-. ..| $1,371,300 | $1,323,800 | —$47, 500 

D, Pe is I 6 os Si incon 05s 1,879,800 = 1, 689, 800 —190 000 

3. Administestion, AusGm. ............-~ 2.5... 748, 900 786, 400 +37, 500 

4. Conduct of relations with Germany __ _.......| 6,412,882 | 4,084,464 | —2, 328, 418 

5. Public Affairs, Germany... ._..-...---.-- ...-..| 13,675,020 | 10, 557,099 | —3, 117,921 

6. Administration, Germany___._..__..-.._._-__-. 2,862,008 | 2, 058, 437 — 803, 661 

Total requirements-___..._.--- ia _.......-| 26,950,000 | 20,500,000 | —6, 450, 000 

i 

Tctal GUT ATI, OG i a nn in ik oo ee eicecncccncn a en $20, 500, 000 


GERMAN PROGRAM 


Mr. Gary. At this point in the record we will insert pages 43 and 
44 of the justifications. 
(The matter referred to follows:) 
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Mr. Gary. The committee is pleased to have before it this morning 
Hon. John J. McCloy, United States High Commissioner for Germany. 
Mr. McCloy, we will be very glad to hear from you at this time. 


GENERAL STATEMENT 


Mr. McCioy. Thank you, Mr. Chairman. 1 have a general state- 
ment that | would like to have inserted in the record at this point. 
(The matter referred to follows: ) 


STATEMENT OF THE UNirep States High CoMMISSIONER FOR GERMANY 
(Mr. McCroy) 


Mr. Chairman, members of the committee, the request we are making for the 
1953 appropriation of funds for United States civilian activities in Germany 
comes at a time of great change in our relations with Germany. We are closing 
out the occupation. The conventions and treaty signed at Bonn and Paris on 
May 26 and 27 mark a new period in which Germany will become a partner in the 
defense of the free world. 

We are asking for $16,700,000, a reduction of $6,250,000 compared with 1952, 
to cover our operations in the Federal Republic and in West Berlin. I do not think 
it is too much to say that the success or failure of our activities in Germany may 
well determine the success or failure of our global efforts to deter aggression and to 
live in freedom and peace. 

The budget we are submitting is marked by the fact that within the coming 
months the Office of the United States High Commissioner is to be replaced by 
an embassy. The new United States Embassy at Bonn, however, will have to 
perform tasks which are not normally the function of an embassy. It will have 
to carry on many activities provided for in the conventions we have signed with 
the Federal Republic. Moreover, transition to embassy status will not do away 
with Communist pressure. Indeed, that pressure will probably increase. The 
Federal Republic will still be the main target of the gigantic Communist propa- 
ganda campaign both to prevent German participation in the defense of the West 
and to extend the power of the Kremlin to the Rhine and beyond. 

With this situation in mind the budget has been drawn up to cover, in addition 
to administrative costs, two major fields: 


1, CONDUCT OF RELATIONS 


This part of the budget covers (a) normal activities carried on by an embassy 
with a friendly power, and (b) marifold activities resulting from the recently 
signed conventions. 

2. PUBLIC AFFAIRS 


This part of the budget covers the expenses for a large-scale program directed 
toward the strengthening in Germany of all democratic attitudes and movements 
which will insure German integration with the west and German participation in 
the defense of the European-Atlantie community. 

We have already submitted to vou detailed material on our needs and on how 
the money would be spent. Before answering vour questions I should like to 
describe briefly: (1) The situation in Germany today and the problem it presents; 
(2) The program we have; and (3) the organization and cost. 

(1) The situation in Germany 

Less than 2 weeks ago we concluded and signed conventions between Great 
Britain, Franee, and the United States and the Federal Republic. Upon ratifi- 
cation of these conventions and of the European Defense Treaty, which is to be 
ratified simultaneously by the Federal Republic, the occupation by the western 
Allies of the area of the Federal Republie will cease. The Federal Republic will 
take its place as a partner among the other free nations. 

This is an historic development. In May 1945 Germany was a physical, 
moral and economic ruin. Hitler’s savage years of rule had ended in destruction 
such as no nation in modern history has experienced. The western Allies hoped 
that the Soviet Union would join them in the task of reconstruction in order to 
make certain that 65,000,000 people in the center of Europe would form a peace- 
ful and democratic European nation. 
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It soon became apparent that Soviet Russia was seeking the complete domina- 
tion of Germany on a totalitarian basis and not its reconstruction as a democratic 
nation. With these Soviet intentions in mind, the western powers decided that 
at least in their zones of occupation and in the western sector of Berlin they would 
attempt to help the German people construct a democratic, peaceful society. 
This has been done. 

Politically, a parliamentary democracy has developed in the Federal Republic. 
Men, women, and young people are participating in political and community 
life on local, State, and national levels. Obviously, this political structure, 
created with much stress and strain, has its weaknesses. It is less than 3 years 
old. Small totalitarian elements of the extreme right and of the extreme left 
oppose the Government. More importantly, one of the largest parties in Ger- 
many, though prowestern in outlook, has vigorously opposed the Government 
on both domestic and foreign issues. All in all, however, the Federal Republic 
is on the road to a constructive, democratic order aligned on western concepts. 

Economically, the advances made by the Federal Republic are amazing. 
Cities are being rebuilt, houses are being constructed, plant had been restored. 
Production is now 140 percent of the 1936 level. Exports are high and the dollar 
gap has diminished, but the inauguration of an armament program will require 
continued defense support from the United States. 

This progress and the need to strengthen the European community against 
Communist aggression justify the conventions we signed 2 weeks ago with the 
Federal Republic. Despite the bitter opposition of the Soviets, and in the face of 
traditional German and European obstacles, these conventions show that the 
German people wish to associate themselves with the western community of 
free nations. 

The Bonn Conventions and the European Defense Treaty which goes hand 
in hand with them are designed to supplant the occupation statute, to permit 
German integration with the free nations on a basis of equality and to ipsure 
the Federal Republic’s military and financial participation in the defense of 
the West. These arrangements represent the nearest approach to a peace treaty 
that is feasible, given the continued division of Germany and the tense political 
situation in Europe. Moreover, they establish a peaceful alliance in which the 
Federal Republic is a free and equal partner. 

Under the conventions, supreme authority will be retained by the Allies only 
to the extent necessary (a) to discharge responsibilities regarding Germany as a 
whole, including the unification of Germany and a peace settlement; (5) to deal 
with questions related to Berlin; and (c) to station military forces in Germany 
and protect the security of those forces. In afl other respects the Federal Re- 
public will have rights and prerogatives of a sovereign state. The arrangements 
will commit the Federal Republic to insure the preservation of certain accom- 
plishments of the occupation and the completion of certain tasks undertaken 
during the occupation. 

I attach, as an annex to this statement, a summary issued by the Allied High 
Commission of the Conventions and other documents signed on May 26 at Bonn. 

West Berlin, which is closely connected with the Federal Republic but not a 
part of it, will not be directly affected by the conventions To the maximum 
extent possible, however, West Berlin is being granted relaxations of internal 
occupation controls. In order to protect its status and its relationships with the 
West the Allies will continue in occupation. 

The conventions must be ratified by the various legislative bodies of the 
nations concerned, depending upon their respective constitutional processes. 
It is impossible to forecast with accuracy the time that will be required for ratifi- 
cation. For budgetary purposes we are assuming that the new relationships 
will come into effect by late summer or early autumn. 

We believe that our positive policy of German partnership is essential if the 
free nations are to be in a strong position to meet the Soviet threat. Moreover, 
German integration with the free nations is the best guarantee against a resurgence 
within Germany of Nazi-like evils. 

Communist propaganda and actions in the past year give us a warning of what 
we May expect in the vear ahead. The Soviets are likely to alternate blandish- 
ments of peace with threats of war to prevent the Federal Republic from ratify- 
ing—and after ratification from remaining faithful to—the new agreements with 
the European and Atlantic nations. The Communists are playing upon two Major 
fears in the Federal Republic to stop the ratification of the conventions and of the 
European Defense Community treaty. These fears are: (1) The Soviet Union 
will attack West Germany if the latter joins the defense community of free nations 
























Liha eee ee ee 


talents ae Rao 


smeboeige 








55 


and (2) the Soviets will permanently seal off East Germany if the Federal Republic 
associates itself with the west. 

At the present time Soviet policy is placing strongest emphasis on the unification 
of the country, trying to convince the German people that unification of Germany 
is now possible if they will forego partnership with the west. This great propa- 
ganda effort of the Russians understandably makes an impression on many Ger- 
mans who desire unification of their country. Skepticism of Soviet intentions, 
fear of losing their liberties and the leadership of Chancellor Adenauer have up to 
now built a wall of German resistance to these blandishments. The Communist 
effort, however, will be intensified and this summer is likely to witness the high 
point of a mighty propaganda barrage. 

Soviet propaganda uses all techniques and weapons. Soviet-controlled radio 
stations pour out threats and promises 24 hours each day. Soviet-controlled 
presses turn out millions of copies of newspapers, pamphlets and books aimed at 
the German people. Communist films with poisonous propaganda aimed chiefly 
at the United States are widely distributed. Messages from the Kremlin, maneu- 
vers of the Soviet Army, youth demonstrations, street riots, proclamations of the 
Communist puppet government of East Germany are all tied into this mighty 
effort. The immediate aim is to prevent the Bundestag from ratification of the 
agreements with the west. 

Few men and women who have not lived or worked in Germany nor maintained 
close contact with German developments, can have a concept of the strength 
of Communist propaganda directed toward Germany or of the organization and 
infiltration tactics of the Communists. Only those who have to contend with 
it every day, repel it, and take the offensive against it can fully comprehend the 
imagination, energy, and determination which go into this Soviet psychological 
campaign against the Federal Republic. 

Inside the Federal Republic the Soviet efforts are mirrored in the political 
controversy among the great parties. Although an overwhelming majority of 
the German people, in and outside the major parties is firmly western in its 
political philosophy, a great debate is now taking place on whether unification of 
Germany or integration with the west comes first. 

There is another problem of importance inside the Federal Republic. Despite 
the large advances that have been made toward a democratic society there are 
groups and interests intent upon restoring the philosophy and practices of Naziism. 
As the Federal Republie gains complete political freedom these groups become 
less subdued and more noisy. These groups, however, are in the small minority. 
They have not made any important gains at the ballot box, vet in view of the 
recent history of Germany one feels impelled not to discount them. The Com- 
munists do not hesitate to associate with them or support them in their efforts to 
destroy the democratic republic. 

In spite of the activities of these dissident and dangerous groups, a great 
majority of the German people and their leaders are committed and devoted to the 
representative form of government. The democratic groups hold the positions 
of power in the Federal Republic. They have won decisive tests at the polls. 
To insure the maintenance and constructive development of the democratic 
community in Germany it is necessary to support all democratic groups in the 
Federal Republic, to encourage the idea and practice of the Furopean community 
and to demonstrate that a democratic form of government is the onlv practicable 
form of government for the German people to support. 

(2) The program 

Our program for 1953 is designed to meet these problems and challenges. This 
program has four major objectives: 

(1) To achieve solid and democratic German participation in the European- 
Atlantic community. 

(2) To strengthen the democratic elements in Germany in the frustration of 
Communist and neo-Nazi aims. 

(3) To guard the Allied position in free West Berlin. 

(4) To work unceasingly for the peaceful unification of Germany under con- 
ditions of freedom. 

The coming 6 months will see the test of our first objective. The Government 
of Germany is now engaged in gaining wide support for the agreements we have 
signed. It will be our task in the coming months to help convinee the German 
people that their hope for freedom and peace lies in integration with the western 
community. 
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With our support the German people have already given large evidence of their 
intentions by joining the Schuman plan. Wemust now continue to make the 
issues clear in the debate over the defense community. With the 12 vears of 
Nazi dictatorship still alive in their minds, the German people and Parliament 
will have to make the decision for themselves to join or not to join the free nations 
in defending their liberties against another totalitarian dictatorshin. 

I believe that after all the issues have been made clear and after they have 
been thoroughly discussed, the German people and parliament will make their 
decision—to ratify the conventions and this alliance with the west. It will re- 
quire courage and foresight to follow the path outlined, but there are many ele- 
ments in West Germany which possess these qualities. 

Our first objective and our second objective are the reasons for the continuation 
of a large, vigorous public-affairs program. It is of vital importance that we 
strengthen our efforts to reach the people of the Federal Republic and of Soviet- 
dominated East Germany. We must continue to expose Communist propaganda 
and to bring to 50,000,000 Germans in the Federal Republic and in West Berlin 
and to 18,000,000 Germans in the east zone the truth about the United States 
and the Western World. It is vital for us to continue our press, publication, and 
many of our film activities to offset the virulent Communist campaign. It is 
particularly important to strengthen our great radio station in Berlin—-RIAS— 
which means so much to the Germans in the east. 

Our information centers, called Amerika Haeuser in Germany, and our public 
affairs branches in many cities of the Federal Republic and Berlin are centers of 
democratic activity and thought visited by 14,000,000 Germans a year. I wish 
that all of you could have witnessed the role played by such centers and by RIAS 
during the Communist-organized youth festival last August in Berlin. Tens of 
thousands of east zone youngsters dared to come to these American centers and 
agencies to establish contacts, to ask questions, to learn the truth. Their com- 
bined effect put a heavy damper on that massive Communist demonstration. 

Our public affairs activities, including the sending of 2,000 Germans yearly to 
the United States, the work in the field of education and with all types of civic 
organizations, are carried on in cooperation with the German people. It is im- 
portant that it should be continued in these early years of German democratic 
development. 

The partnership of the German people with the free nations will be strengthened 
if belief in democratic ideas and institutions grows in the Federal Republic. 
Moreover it is important that the voung Germans who are being asked to bear 
arms should hold firm democratic convictions. For these purposes we must con- 
tinue an affirmative program so that the German people, particularly German 
youth, will develop both loyalty and enthusiasm for the cause of the free nations. 

We should not endanger the great investment in democracy which we have 
made in Germany since 1945. The Communist threat and the neo-Nazi threats 
make it vital for us to carry on this work. 

Each vear, I believe, will see a strengthening of democratic institutions in 
Germany. Just as we must support the Germans in the combined defense effort 
so must we continue to help them in their work to build a stronger democracy. 

The third objective we have must be the preservation of the freedom and wel- 
fare of Berlin. This must remain our aim until Germany is unified. West Berlin 
has given many evidences of its courage and faith. It is unfaltering in its resist- 
ance to Communist pressures. It is a symbol of freedom and we must maintain 
that freedom. In Berlin in the davs, weeks, and months ahead we must be alert 
against new attacks and encroachments and we must continue to give a brave 
people full and firm support. 

Our fourth objective ties in with our first objective. It is our policy, based on 
deep conviction, that only by the solid organization of the strength of the west 
can German unification be brought about. We believe that the Federal Republic 
stands a far better chance of peaceful reunification of Germany under conditions 
of liberty if it is backed by the whole western community of which it is a part. 

\lready the development of the NATO-SHAPE-European Defense Community 
concept has had its effect on the Kremlin. 

We believe that it will be possible to convince the Soviets that this great organi- 
zation of free nations is purely defensive in character and that by its nature it 
cannot be aggressive. Under its design no one nation can become aggressive. 
As an entity it can only be defensive. Its defensive character will become so 
strong, however, that the Soviets will have to forego their plan to dominate 


Europe. At such a time, with the political and moral pressure of the world 


directed toward the democratic reunification of the two parts of Germany, I 
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believe the Soviets will be impelled to sit down to draw up a peace settlement 
which will provide for German unity and freedom. 

Such are the objectives we have as we move into a new relationship with the 
Federal Republic. Many of you gentlemen have visited Western Germany and 
you have seen what is going on there. You have seen the impressive political 
and economic rehabilitation of the country. In contrast, in East Berlin, which 
the Soviets are now sealing off from the western half of the city, you have observed 
the slow economic progress, you have sensed the heavy controls imposed by the 
Communists, you have seen the slogans, the pesters, the lurid propaganda attack 
on the west, particularly on the United States. 

From your own observation you know how high are the stakes in Germany. 
As Germany goes, so goes Europe. German partnership with the western nations 
is a guarantee that Germany and Europe will go the democratic way. 

I wish to dispel one idea frequently put forward. We have not bought German 
participation in the western community. This step has taken place during the 
vear when economie aid to Germany has reached its lowest level. Moreover, we 
have not surrendered any rights nor have we made any coricessions which were 
not consistent with our basi¢ policy in Germany. The Government of the Federal 
Republic, in free and equal negotiations, decided to enter the partnership of the 
west in the belief that such a partnership is the only way by which the German 
people can achieve peace, unity, and freedom. 

It has taken more than a vear of round-table negotiations to create the basis 
of this new relationship. Under the agreements made in Bonn and Paris we 
continue to have serious obligations in Germany, and for its part the Federal 
Republic has also assumed the obligations which are characteristic of a true 
partnership. The mutual character of these agreements shows conclusively that 
German participation was neither purchased nor dictated. 

(3) Organization and cost 

During the past fiscal year, in anticipation of the successful conclusion of the 
conventions we have recently signed, we took many major steps to reduce our 
staffing requirements. At the beginning of the fiscal vear 1952, under the GOAG 
appropriation, we had 1,560 Americans and 13,500 Germans on our staff. As of 
the beginning of the fiscal vear 1953 our staff will have been cut to 940 Americans 
and 7,000 Germans. This reduction is reflected in the budget before vou. 

This sharp cut has been made possible by plans we put into effect in the summer 
of 1949 when the High Commission replaced military government. In 1949 we 
set up a basie organization that could be adapted to changing political conditions 
and at the same time permit a progressive reduction in staff. 

Some of the major reductions in staff this vear have been achieved by the 
following: 

(1) One hundred forty-one positions have been saved by reducing the offices 
of the land commissioner and land observers and by transferring remaining 
functions to the consulates. 

(2) We have saved 112 positions by terminating Kreis resident officer pro- 
grams, transferring certain KRO functions to our public affairs offices and others 
to military liaison. ‘ 

3) We have reduced military security responsibilities. 

(4) We have transferred publi¢ affairs activities to the consulates and broad- 
ened these activities to cover the entire Federal Republic. 

(5) Our administrative activities have been reduced by consolidating our head- 
quarters at Bonn and reducing the number of our field offices. 

As of June 30, 1952, we shall have reduced our organization to the minimum 
required to discharge normal embassy functions and additional activities pre- 
scribed by the situation in Germany. The non-embassy functions which will 
continue during all or a large part of the coming fiscal vear are: Legal affairs; 
United States courts: limited military security controls; military liaison; Berlin 
element; Tri-partite Secretariat; eastern element; civil aviation; displaced persons 
program; coal and steel control; administration. Many of these are on a liqui- 
dating basis—all are essential. These total 333 positions. 

In addition, sinee this budget was submitted, certain activities have been added 
by the conventions recently signed. They are related to the establishment of the 
arbitration tribunal, and other tripartite and quadripartite boards, commissions 
and committees. The number of full-time personnel required to carry out these 
functions has not vet been determined, nor has the method of financing these 
posilions been settled. Part-time duties will have to be performed by personnel 
already carrving out full sehedules, 
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To cover the cost of our efforts to achieve our objectives in Germany we are 
making the following request: $16,700,000, for all operations that cannot be 
covered by deutschemark. In addition, we will require the equivalent in local 
currency of $31,133,000, exclusive ef our Berlin requirements. This total, 
exclusive of Berlin, in dollars and the dollar equivalent of deutschemark of 
$47,833,000, compares with $104,903,000 committed in the fiscal year 1952. 

Our needs in Berlin, which we shall cover with deutschemark, will remain 
substantially the same as last year. 

In this and previous years, our local currency has derived from three sources: 
(1) Oceupation costs; (2) counterpart funds; and (3) certain other local curreney 
accounts incliding revenues. The German Government will continue to help in 
the support of our United States military forces in Germany through a defense 
contribution, but our civilian agencies in Germany will no longer receive deutsch- 
mark from the German Government after the contracts take effect. 

Likewise, counterpart funds generated from United States aid programs in 
Germany through the present fiscal year will be almost completely committed 
for specific purposes and new funds will be available in the future only to the extent 
that the United States defense-support program is carried on in Germany. The 
other available local currency accounts will also have been virtually committed 
by the beginning of the new fiscal vear. 

We have therefore requested authority in this appropriation to draw down 
deutschemark payments for United States surplus-property credits in Germany. 
This authority is essential if our deutschemark expenses are to be met without a 
direct dollar appropriation from the Congress. 

Before leaving the question of local currencies, I should like to point out that 
our internal controls on the use of deutschemarks, regardless of source, are very 
tight. We have introduced the same budgeting, accounting and auditing systems 
and procedures in the use of deutschemarks as we do for dollars. I can assure the 
Congress that we are spending these funds as though they were appropriated 
dollars and, by so doing, we are able to avoid a request for a much larger dollar 
appropriation for our operations in Germany. 


CONCLUSION 


The fact that we are on the threshhold of a new relationship with Germany 
does not mean that the dangers in the center of Europe are climinated. Mighty 
Soviet armies and air forces are still poised on the frontiers of the Federal Republic 
and on the borders of the satellite countries. Communist propaganda is incessant 
and virulent. The designs of the Kremlin are shrouded as ever. Inside Germany 
Neo-Nazis are probing to find the road back to power. 

Nevertheless, the ratification of the contractual agreements and of the Furo- 
pean Defense Community treaty will bring a new strength and stability in West- 
ern and Central Europe. The Federal Republic and the free nations will gain 
support and strength in their mutual cooperation. A more vigorous community 
of free nations will be a further guaranty against Soviet aggression. Germany, 
IT am certain, will play an important, democratic role in this great effort. 

The fact that Germany is now in a position to make this contribution to the 
partnership of the free people shows that we—the United States, together with 
its British and French Allies and the German people— have come a long way since 
May 1945. Seven years ago nobody could have foreseen the political, economic, 
and moral reconstruction that has taken place in Western Germany and in west 
Berlin. The industrious German people, with Konrad Adenauer as their Chan- 
cellor, have made a major contribution to their own rehabilitation. The aid of 
the United States, however, has been indispensable. Without that aid neither 
the physical reconstruction nor the emergence of democratic groups and leaders 
would have been so marked. 

The American people did not seek to be occupiers and they are not by tempera- 
ment or tradition trained for the job of occupation. Yet the record of the United 
States in Germany since 1945 is one of which we can be proud. I would like 
particularly to pay tribute to the large number of devoted public servants, both 
career officials as well as those who came from private life, who have worked in 
Germany during the past 7 years. They have worked with high purpose and skill 
to bring about the results we have achieved. Many are now returning to the 
United States to take up new pursuits. They deserve well of their country. 

In conclusion I should like to make a few personal remarks. The Allied High 
Commission will be dissolved in the coming months and many of us who have 
been serving in Germany will be replaced. I have had the honor of holding the 
position of United States High Commissioner in Germany for 3 years. During 
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that time I have always had the full support of the President, the Congress, the 
State Department, the Department of Defense, and of many private organizations 
and citizens of this country. 

Controversial and complex issues, many of importance to the security of our 
Nation, have arisen in Germany. Critical decisions have had to be made and 
always will have to be made in Germany. I am grateful for the support that has 
been invariably extended to me. I know it will be extended to others so that 
they will be able successfully to meet the challenges which will face the United 
States in Germany in the vears ahead. 


THE CONTRACTUAL AGREEMENTS WITH GERMANY 


Following are summaries of the conventions establishing the new relationship 
between the German Federal Republic and the United States, the United King- 
dom, and France, signed in Bonn today by the Foreign Ministers of the four 
Governments, together with summaries of associated documents. 

The summaries are arranged in the following order: 

I. The meaning of the contractual agreements 

Il. Summary of the convention on relations between the three powers and the 

Federal Republic of Germany and documents annexed to it: 
A. Summary of the Declaration of the Federal Government on material 
aid to Berlin and of the letter from the Three Powers to the 
Federal Chaneellor regarding relationship between the Federal 
Republic and Berlin. 
B. Summary of the charter of the arbitration tribunal. 
III. Summary of the convention on the settlement of matters arising out of the 
war and the occupation. 
IV. Summary of the convention on the rights and obligations of foreign forces 
and their members in the Federal Republic of Germany. 
V. Summary of the finance convention. 
VI. Summary of letters forming a part of the contractual agreements. 
VIL. Special arrangements for the entry into foree of parts of the contractual 
agreements. 


I. THe MEANING OF THE CONTRACTUAL AGREEMENTS 


The effect of the contractual agreements is to include the Federal Republic in 
the community of free nations as an equal partner. 

The convention on relations and the related conventions aim to liquidate a 
situation which arose out of the war and the occupation. In addition, they 
regulate the stationing in the Federal Republic of substantial foreign forces to 
assist in the common defense. It has consequently been necessary not only to 
establish broad principles, but to make provisions of a detailed character, such as 
normally appear in peace treaties and military conventions. 

In considering the contractual agreements as a whole, it should be borne in 
mind that they have had to take into account an unprecedented situation. 

In the first place, as long as there is no agreement between the three powers 
and the Soviet Union, the unity of Germany cannot be realized nor can all German 
problems be settled. Hence the problem has posed itself of, according to the 
Federal Republic, full authority over its external and internal affairs while pre- 
serving the means of negotiating German unity and of maintaiing rights of the 
three powers in Berlin. Subject to the realization of these aims, the three 
powers have no desire to infringe German sovereignty on German equality of 
rights. 

Secondly, an unusual situation has been created by the need to station in time 
of peace a very large number of troops for defense purposes in a foreign country. 
The presence of troops of the three powers in Germany is vital to the defense 
of Germany. This naturally imposes a burden on Germany, although already 
it is bringing an important economic advantage in the shape of the expenditure 
of foreign currency, a factor which with the passage of time will play an increas- 
ingly important role. On the other hand, it must not be forgotten that the 
dispatch of these troops abroad imposes a severe military and financial burden on 
the other western powers, Who have committed very important military and air 
forces to this theater. In order to fulfill their role, these troops and air forces 
must be operational. They must have facilities for training, they must be pro- 
vided with lines of communication, and their essential military requirements 
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must be met; furthermore, they must have the assurance of the requisite liberty 
of action if need arises. Otherwise Germany cannot be defended and these 
troops will be exposed to unnecessary hazards unacceptable to their Govern- 
ments. The problem has been to reconcile the preservation of the rights of the 
Federal Republic and its citizens with the legitimate operational requirements 
of the foreign defense forces. 

Thirdly, in view of the fact that a general peace treaty cannot now be con- 
cluded, the agreements take the unprecedented step of liquidating the war and 
the controls of the occupation regime before conclusion of a final peace settlement. 
Hence the appearance of a number of provisions which would normally have 
been included in a peace treaty. The liquidation of a long and bitterly con- 
tested war is not a simple matter, but the provisions have been designed to meet 
to the minimum acceptable extent the principal aims of the Allies while at the 
same time imposing the least possible burden on the structure and economic 
stability of the Federal Republic. 

It should be borne in mind that these agreements have been freely negotiated 
on the basis of complete equality. The very length of the negotiations bears out 
the truth of this statement. In the course of these discussions, concessions 
have been made by each party. Whilst paying due regard to essential require- 
ments, all sides have been inspired by the desire not to overlook the large issues 
at stake nor to prejudice the integration and defense of the West by intransigence 
on issues which, whilst not of major significance, have some importance. If, 
so shortly after the end of the war, these conventions open up a new chapter in 
Germany’s relationship with the western powers, and if they enable the defense 
of the West to be effectively organized, it is to be expected that the parties will 
see in their proper perspective the sacrifices which these concessions represent. 

Because of the special status of the city, the contractual agreements do not 
apply to Berlin. However, in consonance with their new relationship to the 
Federal Republic, the Three Powers have published a declaration that they will 
grant the Berlin authorities the maximum liberty compatible with the city’s 
special situation. 


Il. SUMMARY OF THE CONVENTION ON RELATIONS BETWEEN THE THREE POWERS 
AND THE FEDERAL REPUBLIC OF GERMANY AND THE DocuMENTS ANNEXED 
ro Ir 


The convention on relations is the political agreement establishing the basic 
principles which will henceforth govern the new relationship between the Three 
Powers and the German Federal Republic. 

The convention comprises a preamble and 11 articles only. Its provisions have 
three major effects: the Federal Republic is granted the widest authority over its 
internal and external affairs, the rights retained by the Three Powers are defined, 
and the objectives of a common policy are set out. 


Freedom for the Federal Republic 

The granting of freedom to the Federal Republic is achieved in the following 
way: 

The Occupation Statute is repealed; 

The Allied High Commission and the Land Commissions are abolished; 

Henceforth the Three Powers will conduct their relations with the Federal 
Republic through Ambassadors; 

The foreign armed forces stationed in the Federal territory are no longer occu- 
pation forces, their sole mission now being to secure the defense of the free world. 

The Federal Republic, released from all control, will thus be able, on its own 
responsibility, to develop its democratic and Federal institutions within the 
framework of its basic law. 
Limited rights for the Three Powers 

However, because of the current international situation, the existing division 
of Germany and the present impossibility of concluding a peace treaty, the Three 
Powers must necessarily retain certain rights. The convention on relations 
specifies these rights. They relate to the stationing of armed forces in Germany 
and the protection of their security in Berlin, and in Germany as a whole, including 
the problems of unification and the peace settlement. The convention goes on 
to place obligations on each party to preserve these rights. Thus, while the 
Federal Republic must abstain from any action prejudicing these rights and 
agrees to facilitate their exercise by the Three Powers, the latter, in return, under- 
take to consult the Federal Republic in respect of their implementation. Like- 
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wise, although the Three Powers have the power, in certain circumstances endan- 
gering the security of the forces, to declare a state of emergency over all or part 
of the Federal territory, they can do so only if the Federal Republic and the EDC 
are unable to meet the emergency. In such circumstances they will utilize to 
the greatest possible extent the assistance of the Federal Government and the 
other German authorities. Furthermore, the measures they may take during 
this exceptional period are restricted to the minimum necessary to restore the 
situation. As regards Berlin, the Federal Republic moreover promises to furnish 
its utmost cooperation for the political, cultural, economic and financial recon- 
struction of the city. 

Federal Republic an equal partner 

Finally, the new status of the Federal Republic fits into the framework of a 
common policy, the objectives and implications of which are made clear in the 
convention. The immediate objective is to integrate the Federal Republic, on a 
basis of equality, in the European community now being shaped, which is itself a 
part of the community of free nations. That is why the Federal Republic 
agrees to conduct its affairs in conformity with the principles stated in the 
Charter of the United Nations and the objectives defined by the Statute of the 
Council of Europe, asserts its intention to become a member of the international 
organizations of the free world and freely undertakes to participate in the 
European defense community. 

A second objective is the reunification by peaceful means of a fully free Ger- 
many. Thus, the four signatory states are resolved that the peace settlement for 
the whole of Germany shall be freely negotiated by ail the parties; they also agree 
that a unified Germany shall enjoy the rights and be bound by the obligations 
conferred and imposed upon the Federal Republic by the new agreements and 
treaties contributing to the creation of an integrated European community. 


Revision clause 

The Convention on Relations contains an important revision clause which also 
applies to all the related conventions. Under this clause, the terms of the con- 
ventions shall be reviewed at the request of one of the four states in the event of 
German unification, the creation of a European federation or any other occurrence 
which the four states jointly recognize to be of fundamental significance. The 
parties will then open negotiations with a view to modifying the conventions to 
the extent necessary to take into account the changes that have occurred in the 
situation. 


A. SUMMARY OF THE DECLARATION OF THE FEDERAL GOVERNMENT 
ON MATERIAL AID TO BERLIN 


Under the provisions of the convention on relations, the Federal Republic 
undertakes to provide continued material aid to Kerlin. Because of Berlin 
importance as a part of the tree world and in view of the ties connecting the 
Federal Republie with Berlin, the Federal Republic desires to strengthen Berlin 
in all fields, particularly as regards improving the productive capacity and level 
of employment in Berlin. 

The declaration specifies the forms of aid which the Federal Republic will 
continue to extend to Berlin. 

This aid includes: 

1. Financial aid to ensure the maintenance of a balanced budget; 

2. Equitable treatment in allocation of material in short supply; 

3. A fair share in external aid received by the Federal Republic; 

4. Assistance in developing foreign trade, as well as such favored treatement in 
trade matters as circumstances warrant 

5. Maintenance of an adequate money supply of deutschemarks (West) and 
of adequate stockpiles of supplies for emergencies; 

6. Maintenance and improvement of trade and of communications and trans- 
port facilities between Berlin and the Federal Republic; 

7. Inelusion of Berlin in international agreements concluded by the Federal 
Republic, wherever this is possible. 

Summary of the letter from the three powers to the Federal Chancellor regarding rela- 
tionships between the Federal Republic and Berlin 

This letter, sent to the Federal Chancellor by the three High Commissioners 
on behalf of their Governments, expresses the desire of the Three Powers to assist 
in strengthening the bonds between the Federal Republic and Berlin, insofar as 
the present situation permits. 
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The letter states that the Three Powers are conscious of the need for Federal 
aid to Berlin and of the desirability that Berlin and the Federal Republic adopt 
similar policies. In view of this, the Three Powers assure the Federal authorities 
that they will exercise their rights in Berlin in such a way as to fecilitate Federal 
aid to Berlin, to permit representation of Berlin and of the Berlin population out- 
side Berlin, and to encourage the adoption of similar policies in Berlin and the 
Federal Republic. In regard to the adoption of similar policies, the Three Powers 
will have no objection if Berlin adopts, in accordance with an appropriate pro- 
cedure, the same legislation as that of the Federal Republic. 


B. SUMMARY OF THE CHARTER OF THE ARBITRATION TRIBUNAL 


The convention on relations creates the arbitration tribunal, an institution 
particularly characteristic of the new relationship. Its composition and ma- 
chinery are described in the Charter annexed to the Convention, All the pro- 
visions concerning this court are designed to secure absolute equality of treatment 
berween the Three Powers and the Federal Republic. The tribunal is composed 
of nine members to be selected from the highest ranking judges and of the most 
eminent jurists. Three members will be appointed by the Federal Republic; each 
of the Three Powers will appoint one member, and the three others, called neutral 
members, will be appointed by agreement between the Three Powers and the 
Federal Republic. They must not be nationals of any of the four signatory 
states. These nine members will elect a neutral member president whose term of 
office is 2 years. 

The tribunal will sit either in plenary session or in chambers of three members. 
Decisions are taken by majority vote. The tribunal must always be composed of 
an uneven number of members, including an equal number of the members 
appointed by the Three Powers and of those appointed by the Federal Republic. 
On the same principle, the chambers will be composed of one of the members 
appointed by the Three Powers, one appointed by the Federal Republic and one 
neutral member. 

The permanent seat of the tribunal will be within the Federal territory, the lo- 
cation will be fixed by subsequent administrative agreement. 

The tribunal has jurisdiction over all disputes between the Three Powers and 
the Federal Republic arising from the application of the various conventions, 
which the parties have been unable to settle by negotiation. The only disputes 
excluded from its jurisdiction are those connected with the exercise of the special 
rights in regard to Berlin, all-German matters, and the stationing of troops, 
which are retained by the Three Powers. ‘The tribunal will also resolve problems 
concerning the competence of certain judicial or administrative authorities pro- 
vided for in the conventions. Only the Governments of the four signatory states 
may be parties before the tribunal. In rendering its decisions, the tribunal will 
apply the generally accepted rules of international law governing the interpreta- 
tion of treaties. 

The powers of the tribunal are very extensive. It may order a party that has 
taken legislative or administrative measures in the Federal territory inconsistent 
with the conventions to deprive them of effect or annul them if the party concerned 
fails to carry out the tribunal’s decision. It may annul judicial decisions enforce- 
able in the Federal territory if they violate the basic principles of the conventions, 
In general, if the unsuccessful party fails to take the steps called for by the tri- 
bunal’s judgment, it may authorize the other party to take appropriate measures 
to remedy the situation in compliance with the judgment. It also has the power, 
before deciding on the merits of a case, to order such measures to preserve the 
status quo as it deems necessary. Its judgments are final and not subject to 
appeal. 

The charter also establishes the rules for proceedings before the tribunal. Pro- 
ceedings will consist of a written part and an oral part and will closely follow the 
form of those before the International Court of Justice. 

It should also be noted that in addition ot its judicial functions, the tribunal 
may, at the joint request of the Governments of the Federal Republie and of the 
Three Powers, issue advisory opinions on the eorrect application of the con- 
ventions, 
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Ill. SUMMARY OF THE CONVENTION ON THE SETTLEMENT OF MATTERS ARISING 
Out oF THE WAR AND THE OccuUPATION 


The title of this convention accurately summarizes its contents. It deals, in 12 
chapters, with matters arising out of the termination of the war and the occupa- 
tion. Many of these matters are covered only provisionally. Their settlement at 
this time was impossible because the Three Powers had no mandate to negotiate 
for or to bind the many other countries which were at war with Germany and which 
would naturally be entitled to participate in a final settlement. The Three 
Powers have acted so as not to prejudice the position of such countries at a final 
settlement. 

Four categories 

The subjects dealt with in this convention fall into four main categories. Firstly, 
there are a number of questions which are normally handled in a peace treaty. 
Secondly, there are questions which, although not normally found in a peace 
treaty, would, because of the particular situation obtaining in Germany, inevitably 
have been covered if one had been signed at this time (e. g. restitution to and com- 
pensation for victims of Nazi persecution). Thirdly, there are provisions for the 
orderly hand-over to the Federal Republic of important responsibilities and func- 
tions hitherto exercised by the Three Powers, such as civil aviation. Fourthly, of 
lesser importance, is a single chapter regulating the provision, for a brief transi- 
tional period, of facilities for the Embassies of the Three Powers and their staffs, 
in order to ease acute accommodation difficulties. 


CHAPTER 1 


Position of allied legislation and agreements 

The main purpose of chapter 1 is to lay down principles governing rights and 
obligations flowing from Allied action during the occupational period. With this 
end in view, provisions are made for the continued validity of Allied legislation, 
subject to a right of the German authorities to amend it, repeal it, or deprive it of 
effect. This right is limited only where its exercise would prejudice the rights 
of the Three Powers under the convention on relations or where the contracting 
parties have otherwise agreed for some particular reason. There are also pro- 
visions for the continued validity of international agreements concluded by the 
Allied authorities on behalf of their respective zones, and of acts done within 
Germany by them. 

Provision is made for the winding up of occupation courts having criminal and 
civil jurisdictions, and for the continued validity of their judgments. 


War criminals 

An important article deals with war criminals. The Three Powers had planned to 
hand over custody to the Federal Republic in the same way as was done in Japan. 
In addition, it was planned to set up a mixed board, with equal Allied and German 
participation, to consider the termination or reduction of sentence of the war crim- 
inals. Because of constitutional difficulties on the German side custody could 
not be handed over to the Federal Republic now. The mixed board is to be 
set up and will begin work as soon as possible after entry into force of the conven- 
tion. It will be seen that most of the provisions of chapter 1 are such as would 
normally be handled in a peace treaty. 


CHAPTER 2 


Deconcentration and decartelizalior 
Provisions, relating to decor tration and decartelization are contained in 


chapter 2. The aim of this « r is to insure effective decartelization legisla- 
tion; deconcentration of the ‘on, and steel and film industries; deconcen- 
tration of I. G. Farben indu .econcentration of the Grossbanken; the pro- 


tection of persons who have takeu advantage of Allied legislation which is now 
disappearing to establish themselves in a trade or profession but who do not have 
the qualifications which German law may in the future impose. 

Much of the work in these fields is already complete. For example, 24 of 
the 28 contemplated new unit steel companies have already been formed. The 
Federal Government has many times declared its support for the program of 
deconcentration to destroy excessive concentrations of economic power. 
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The letter states that the Three Powers are conscious of the need for Federal 
aid to Berlin and of the desirability that Berlin and the Federal Republic adopt 
similar policies. In view of this, the Three Powers assure the Federal authorities 
that they will exercise their rights in Berlin in such a way as to fecilitate Federal 
aid to Berlin, to permit representation of Berlin and of the Berlin population out- 
side Berlin, and to encourage the adoption of similar policies in Berlin and the 
Federal Republie. In regard to the adoption of similar policies, the Three Powers 
will have no objection if Berlin adopts, in accordance with an appropriate pro- 
cedure, the same legislation as that of the Federal Republic. 


B. SUMMARY OF THE CHARTER OF THE ARBITRATION TRIBUNAL 


The convention on relations creates the arbitration tribunal, an institution 
particularly characteristic of the new relationship. Its composition and ma- 
chinery are described in the Charter annexed to the Convention. All the pro- 
visions concerning this court are designed to secure absolute equality of treatment 
berween the Three Powers and the Federal Republic. The tribunal is composed 
of nine members to be selected from the highest ranking judges and of the most 
eminent jurists. Three members will be appointed by the Federal Republic; each 
of the Three Powers will appoint one member, and the three others, cailed neutral 
members, will be appointed by agreement between the Three Powers and the 
Federal Republic. They must not be nationals of any of the four signatory 
states. These nine members will elect a neutral member president whose term of 
office is 2 years. 

The tribunal will sit either in plenary session or in chambers of three members. 
Decisions are taken by majority vote. The tribunal must always be composed of 
an uneven number of members, including an equal number of the members 
appointed by the Three Powers and of those appointed by the Federal Republic. 
On the same principle, the chambers will be composed of one of the members 
appointed by the Three Powers, one appointed by the Federal Republic and one 
neutral member. ; 

The permanent seat of the tribunal will be within the Federal territory, the lo- 
cation will be fixed by subsequent administrative agreement. 

The tribunal has jurisdiction over all disputes between the Three Powers and 
the Federal Republic arising from the application of the various conventions, 
which the parties have been unable to settle by negotiation. The only disputes 
excluded from its jurisdiction are those connected with the exercise of the special 
rights in regard to Berlin, all-German matters, and the stationing of troops, 
which are retained by the Three Powers. ‘The tribunal will also resolve problems 
concerning the competence of certain judicial or administrative authorities pro- 
vided for in the conventions. Only the Governments of the four signatory states 
may be parties before the tribunal. In rendering its decisions, the tribunal will 
apply the generally accepted rules of international law governing the interpreta- 
tion of treaties. 

The powers of the tribunal are very extensive. It may order a party that has 
taken legislative or administrative measures in the Federal territory inconsistent 
with the conventions to deprive them of effect or annul them if the party concerned 
fails to carry out the tribunal’s decision. It may annul judicial decisions enforce- 
able in the Federal territory if they violate the basic principles of the conventions. 
In general, if the unsuccessful party fails to take the steps called for by the tri- 
bunal’s judgment, it may authorize the other party to take appropriate measures 
to remedy the situation in compliance with the judgment. It also has the power, 
before deciding on the merits of a case, to order such measures to preserve the 
status quo as it deems necessary. Its judgments are final and not subject to 
appeal. 

The charter also establishes the rules for proceedings before the tribunal. Pro- 
ceedings will consist of a written part and an oral part and will closely follow the 
form of those before the International Court of Justice. 

It should also be noted that in addition ot its judicial functions, the tribunal 
may, at the joint request of the Governments of the Federal Republie and of the 
Three Powers, issue advisory opinions on the correct application of the con- 
ventions. 
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Ill. SUMMARY OF THE CONVENTION ON THE SETTLEMENT OF MATTERS ARISING 
Out oF THE WAR AND THE OCCUPATION 


The title of this convention accurately summarizes its contents. It deals, in 12 
chapters, with matters arising out of the termination of the war and the occupa- 
tion. Many of these matters are covered only provisionally. Their settlement at 
this time was impossible because the Three Powers had no mandate to negotiate 
for or to bind the many other countries which were at war with Germany and which 
would naturally be entitled to participate in a final settlement. The Three 
Powers have acted so as not to prejudice the position of such countries at a final 
settlement. 


Four categories 

The subjects dealt with in this convention fall into four main categories. Firstly, 
there are a number of questions which are normally handled in a peace treaty. 
Secondly, there are questions which, although not normally found in a peace 
treaty, would, because of the particular situation obtaining in Germany, inevitably 
have been covered if one had been signed at this time (e. g. restitution to and com- 
pensation for victims of Nazi persecution). Thirdly, there are provisions for the 
orderly hand-over to the Federal Republic of important responsibilities and func- 
tions hitherto exercised by the Three Powers, such as civil aviation. Fourthly, of 
lesser importance, is a single chapter regulating the provision, for a brief transi- 
tional period, of facilities for the Embassies of the Three Powers and their staffs, 
in order to ease acute accommodation difficulties. 


CHAPTER 1 


Position of allied legislation and agreements 

The main purpose of chapter 1 is to lay down principles governing rights and 
obligations flowing from Allied action during the occupational period. With this 
end in view, provisions are made for the continued validity of Allied legislation, 
subject to a right of the German authorities to amend it, repeal it, or deprive it of 
effect. This right is limited only where its exercise would prejudice the rights 
of the Three Powers under the convention on relations or where the contracting 
parties have otherwise agreed for some particular reason. There are also pro- 
visions for the continued validity of international agreements concluded by the 
Allied authorities on behalf of their respective zones, and of acts done within 
Germany by them. 

Provision is made for the winding up of occupation courts having criminal and 
civil jurisdictions, and for the continued validity of their judgments. 


War criminals 

An important article deals with war criminals. The Three Powers had planned to 
hand over custody to the Federal Republic in the same way as was done in Japan. 
In addition, it was planned to set up a mixed board, with equal Allied and German 
participation, to consider the termination or reduction of sentence of the war crim- 
inals. Because of constitutional difficulties on the German side custody could 
not be handed over to the Federal Republic now. The mixed board is to be 
set up and will begin work as soon as possible after entry into force of the conven- 
tion. It will be seen that most of the provisions of chapter 1 are such as would 
normally be handled in a peace treaty. 


CHAPTER 2 


Deconcentration and decartelization 

Provisions, relating to deconcentration and decartelization are contained in 
chapter 2. The aim of this chapter is to insure effective decartelization legisla- 
tion; deconcentration of the coal, iron, and steel and film industries; deconcen- 
tration of I. G. Farben industries; deconcentration of the Grossbanken; the pro- 
tection of persons who have taken advantage of Allied legislation which is now 
disappearing to establish themselves in a trade or profession but who do not have 
the qualifications which German law may in the future impose. 

Much of the work in these fields is already complete. For example, 24 of 
the 28 contemplated new unit steel companies have already been formed. The 
Federal Government has many times declared its support for the program of 
deconcentration to destroy excessive concentrations of economic power. 
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Provisions of this sort are not normally found, in a peace treaty. The neces- 
sity for them in the case of Germany arises from the fact that the excessive con- 
centrations of economic power which formerly existed directly contributed to the 
growth and aggressive power of the Nazi regime. 


CHAPTER 3 
Restitution inside Germany 
The machinery for restituting identifiable property to victims of Nazi perse- 
cution, which has been established under Allied legislation, is preserved under 
chapter 3, but the existing Allied courts of appeal are replaced by a mixed court 
having equal German and Allied membership, and neutral members. 


CHAPTER 4 


Compensation for victims of Nazi persecution 

Under chapter 4, the existing German machinery for compensating victims 
of Nazi persecution who have suffered the loss of unidentifiable property, imprison- 
ment, or damage to life or limb, is preserved and provision is made for its supple- 
mentation. 
Undertakings in line with Bundestag declaration 

The undertakings which the Federal Republic assumes in chapters 3 and 4 are 
in line with the unanimous declaration of the Bundestag of October 15, 1951, con- 
cerning the need to make moral and material amends to victims of Nazi persecu- 
tion. This is a problem peculiar to Germany. 


CHAPTER 5 

Restitution outside Germany 

Chapter 5 deals with the restitution of property removed from other countries 
during the war by German occupation forces. In practice, much property which 
was readily identifiable has been returned already under Allied procedures. But 
there is a residual problem which is to be met by the establishment of a German 
agency to handle governmental claims, and of a procedure before the ordinary 
German courts for handling individuals’ claims. 


CHAPTER 6 


Reparations and former German assets abroad 

The essence of the provisional solution found for the reparation problem is the 
preservation of the status quo pending a final settlement by the peace treaty 
between Germany and her tormer enemies or by earlier agreements. The repa- 
ration problem is a typical case where it would have been impossible to reach a 
final settlement now because of nonparticipation in the negotiations of the many 
countries other than the Three Powers whose claims would have to be considered 
before a final settlement could be reached. The maintenance in force of control 
council Law No. 5 (insofar as not already deprived of effect) and A. H. C. Law 
No. 63 was agreed upon. These laws regulate questions of title to property 
taken by way of reparation, and their disappearance without suitable replacement 
would have involved serious legal complication. 

The field with which this part of the Convention is principally coneerned is that 
of former German assets abroad. In this respect the Three Powers have wide 
responsibilities under international agreements, notably the agreement on repara- 
tion concluded with 13 other countries in Paris on January 14, 1946. Their 
responsibilities precluded the Three Powers from agreeing to an unlimited right 
of the Federal Republic to negotiate with other countries concerning foreign assets 
but agreement was nevertheless reached permitting broad powers of negotiation. 


CHAPTER 7 
Status of DP’s and refugees 
In the field of displaced persons and refugees there are provisions for a proper 
status for homeless foreigners, and the admission and distribution of non-German 
political refugees. These are not normal peace treaty provisions, but the situation 
existing in Germany after the last war, in this respect as in many others, was also 
not a normal one. 
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CHAPTER 8 


German determination to settle prewar external debts 

The question of Germany’s prewar external debts has been under consideration 
for a vear by the Debt Commission in London, on which the Federal Republic, 
the Three Powers, and other creditor nations of Germany are represented. In 
chapter 8, the Federal Republic reaffirms its determination to reach a settlement 
of these debts, and agrees to take no action which could prejudice it, notable in 
the field of foreign exchange control. 
Waiver of claims 

A waiver by the defeated country, on behalf of itself and of its nationals, of all 
claims arising out of the war or out of any subsequent occupation period against 
former enemies or occupiers is another normal peace treaty point. Such a waiver, 
subject to confirmation at a peace settlement, is given in chapter 9. In the 
course of the London debt conference, ‘the Three Powers have notified the 
German representative that they are ready, if a general settlement of German 
external debts is reached, to forego more than $2,000 million worth of debt owed 
to them by the Federal Republic for postwar economie assistance to Germany. 


Liquidation of JEIA 

The chapter also provides that the Federal Republic will indemnify the Three 
Powers in respect of claims arising out of the operations of the former Joint 
Export Import Agency. This Agency was set up by the Three Powers to rehabili- 
tate the foreign trade of Western Germany and has made an important contribu- 
tion to the recovery of the German economy. An agreement, confirmed in this 
chapter, has already been concluded between the Federal Government and the 
Allied High Commission for the transfer to the Federal Republic of the assets of 
JEIA which are of substantial amount. 


CHAPTER 10 


Restoration of foreign property rights 

Chapter 10, referred to as the foreign-interests chapter, provides to the greatest 
extent possible for the restoration of property rights and interests in the Federal 
territory to Germany’s former enemies and their nationals wherever these rights 
were affected by the war. This principle is*normal in peace treaties. To this 
end some legislation has had to be maintained in force. The more important of 
this legislation provides for the enjoyment now by United Nations patent holders 
of rights which, but for the war, they would have enjoved earlier; for the regula- 
tion, pending a settlement of Germany’s debts in London, of the position of 
certain foreign creditors; and for the prevention of hardship to foreigners in the 
incidence of agrarian reform legislation, 
Lastenausgleich: Only partial exemption for U. N. nationals 

There are provisions of a normal peace treaty character for the exemption of 
United Nations nationals and their property from special levies or taxes designed 
to meet Germany’s war burdens. In the case of the levies under the proposed 
Lastenausgleich law, only a partial exemption is given because that law is intended 
partivy to meet charges arising out of the war, and partly to deal with social 
inequalities in Germany. Thus U. N. nationals will be exempted from payment 
under the Lastenausgleich in the first 6 years out of 30, 3 of these 6 years being 
already past. Victims of Nazi persecution who are not U. N. nationals will get 
the 6-year exemption on the first DM. 150,000 of property restituted to them, 
while German corporations controlled by U. N. nationals will enjoy the 6-year 
exemption, in proportion to the shareholding, if the U. N. shareholding is 85 per- 
cent or more. 
Arbitral commission 

The contracting parties have also considered it wise to follow peace-treaty 
precedent by establishing an arbitral commission whose purpose will be to settle 
any disputes which may arise under the external restitution and foreign-interests 
chapters of the convention. The commission has three members appointed by 
the Three Powers, three by the Federal Republic and three neutral members. 
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CHAPTER 11 
Facilities for the embassies 
In chapter 11 provision is made for the continued enjoyment by the Three 
Powers of the use by their Embassies of certain buildings and other property 
now occupied by them. The Federal Government has agreed to their continued 
use because it wished to insure that the serious lack of accommodation in Ger- 
many generally, and in Bonn in particular, should not make impossible the 
establishment of British, French, and United States Embassies. 


CHAPTER 12 


Full German control over civil aviation 

Finally, in chapter 12 provision is made for the assumption of full control 
over civil aviation by the Federal Republic. The chapter also contains an under- 
taking by the Three Powers to provide technical services to the Federal Republic 
on request during the initial period. 


SUMMARY OF THE CONVENTION ON THE RIGHTS AND OBLIGATIONS OF FOREIGN 
Forces AND THEIR MEMBERS IN THE FEDERAL REPUBLIC 


This convention regulates the status of foreign forces which are to be stationed 
in the territory of the Federal Republic as a contribution to the common defense 
of Europe and of the free world. It covers all rights and obligations of the 
foreign forces, except for those set forth in the convention on relations (art. IT). 


A NORMAL FORCES CONVENTION 


In basic purpose and content, this convention is similar to the normal conven- 
tion on the stationing of troops which is concluded between sovereign states when 
one stations troops in the territory of another. Such an agreement like the pres- 
ent one, will clearly have to provide for methods of identification of members of 
the forces, jurisdiction arrangements, measures enabling the forces to enforce 
their own discipline, arrangements for the crossing of frontiers by the forces, and 
related problems. Analogous intergovernmental agreements have been drawn 
up to regulate the activities of the United States Air Force in Britain, the United 
States forces in their Caribbean bases in British territory, and are also found in 
the NATO agreement about the stationing of forces by one participating country 
in the territory of another. An agreement on the same lines for the European 
Defense Community (EDC) is at present being negotiated. 


SPECIAL STRATEGIC CONSIDERATIONS 


Outside these fundamental similarities, the case of the Federal Republic is 
exceptional. For obvious geographical and political reasons, the Federal Republic 
is regarded as a forward, exposed, strategic area. It follows that the troops to 
be stationed in its territory will be abnormally numerous and diverse, and that 
they will be deployed in peacetime in positions, which, in certain eventualities, 
might early become the scene of military operations. Some special provisions 
have, therefore, had to be incorporated in the convention which do not appear in 
similar agreements. These provisions affect the sovereignty of the Federal 
Republic only in the same way as any freely negotiated treaty limits the freedom 
of action of the contracting states. 


CONVENTION IN FOUR PARTS 


The convention is composed of 50 articles, divided into 4 groups: 
Part 1—General provisions 
Part 2—Jurisdiction 
Part 3—Administration and support 
Part 4—Transitional and final provisions 
Supplementing these articles are two annexes: 
Annex A—Offenses against security 
Annex B—Radio frequencies 
The ensuing notes are not in order. However, parts and articles are referred to. 
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FORCES TO CONSIDER GERMAN INTERESTS 


In an article applicable to the whole convention, the forces undertake, in utiliz- 
ing the rights and immunities accorded to them, to give due consideration to 
German interests, taking into account particularly the capacity of the German 
economy and the essential domestic and export requirements of the Federal 
Republic and West Berlin. 

LOGISTIC SUPPORT 


Important provisions in part 3 cover the mechanics of day-to-day relations 
between the Federal Government and the foreign forces. To meet the defense 
needs of the forces, the Federal Republic will satisfy their requirements in accom- 
modation, goods, materials and services, labor, public services, transport services, 
and communications. <A joint supplv board, made up of representatives of the 
Federal Republic and those of the Three Powers concerned, will be established. 
The Board will draw up agreed periodical programs for procurement of goods, 
materials, and services in the Federal territory, either directly by the authorities 
of the power concerned or by the German authorities. These programs, which 
will not include minor procurements, can be exceeded by an agreed margin. They 
will receive such preferential treatment as is necessary for the satisfactory ful- 
fillment of the defense mission of the forces and can reasonably be reconciled 
with the essential civilian and defense needs of the Federal Republic. Goods pur- 
chased from funds provided by the Federal Republic may not be moved from the 
Federal territory, except those required for military purposes for the support of 
the forees, or military equipment which military units normally carry with them 
on moving. 

ACCOMMODATION 


The accommodation requirements of the forces will be fulfilled within the frame- 
work of agreed programs, and German law will form one basis of any requisition- 
ing, which will be carried out by the German authorities, while the Three Powers 
will retain accommodation and property under their control at the effective date 
of the convention. Privately owned accommodation and movable property now 
in use by the forces will be released as soon as the Federal authorities have pro- 
vided acceptable alternatives. The forces will continually review their needs to 
keep accommodation requirements to the essential minimum. Special attention 
will be paid to the return of accommodation to private persons. 

Privately owned dwellings will be released if they are not used by the forces 
for a period of 6 months. Requisitioned movable property will normally be 
released at the same time as the accommodation in which it is held, or earlier if 
no longer required by the forces. The German authorities will be consulted if 
new construction programs for the forces are necessary. Building projects 
financed from German defense contribution funds will in general be carried out by 
the German building authorities in conformity with German law and regulations. 


GERMAN LABOR PROTECTED 


Labor employed by the forces (normally through the German authorities) for 
defense needs will in general be subject to German labor law. German emplovees 
will be subject to all the obligations arising from membership of the Federal 
Republic in the EDC. Their duties with the forces will be of a noncombatant 
character. To insure their full military effectiveness. the forces may continue to 
employ civilian service units composed of Germans for a maximum of 2 vears 
after the effective date of the convention. Before the end of this period, an exami- 
nation of this arrangement will be made to find the best method of replacing these 
units while avoiding a reduction of the strength and effectiveness of the forces. 
For the protection of their interests employees of the forces may set up works 
councils whose task will be to make suggestions and to present grievances or 
complaints to the appropriate authorities of the forces. Grievances unresolved 
after the works councils have been heard by these authorities will be the subject 
of discussion between the authorities on both sides. 


FREEDOM OF MOVEMENT 


For military purposes the forces will have unrestricted freedom of movement in 
the Federal territory, except where the convention states otherwise, but deviations 
from the German traffic code will be allowed only in cases of military necessity. 
In view of the crowded conditions which may be expected to arise in the airspace 
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over the Federal territory, the Federal Republic and the Three Powers will form 
a standing commission to coordinate civil and military air activities. Arrange- 
ments for maneuvers, which the forces must, of course, be permitted to conduct 
in the Federal territory, will be made in consultation with the German authorities. 


GERMAN LAW TO BE OBSERVED BY MEMBERS OF THE FORCES 


Provisions in part 2 operate on the principle that the members of the forces are 
obliged to observe German law, except where otherwise agreed, as is customary 
under a convention on the stationing of forces; troops will face military court for 
criminal offenses, but German courts will have jurisdiction over them in noncrim- 
inal proceedings. Members of the forces will, for example, thereby he liable to 
legal action for any future failure to maintain their children by German mothers. 
The authorities of the forces will give all possible assistance in enforcing judgments 
of German courts and authorities in noncriminal proceedings. Arrest and search 
of troops will be the responsibility of the forces, except in cases of emergency, and 
then the offenders will be handed over by the German police to the forces. Pri- 
vate vehicles used by members of the forces must be insured in accordance with 
German law. 

SECURITY OF THE FORCES 


No Allied courts will have jurisdiction over Germans. In the provisions de- 
signed to safeguard the security of the forces, primary reliance is placed on the 
authority of the Federal Republic. However, since existing German law does 
not contain provisions completely covering the security of the forces, it has been 
agreed to amend the penal code to afford them the necessary protection in this 
freld (annex A). ‘The relevant provisions will be enforced by German courts. 
In the same context, article 4 of part I foresees full cooperation between the Ger- 
man authorities and those of the forces to safeguard the security of the Federal 
Republic, the Three Powers, their forces stationed in Federal territory and their 
members and property. Cooperation will extend to the collection, exchange, and 
protection of the security of all pertinent information. 


TAXATION AND CUSTOMS 


Immunities accorded to the forces are based on a normal principle in interna- 
tional relations that one Government does not tax another. Clearly, the Federal 
Republic would not wish to derive profits from the presence of the forces in its 
territory. Safeguards against violations by the forces and their members of the 
fiscal, customs, and import-export regulations of the Federal Republic are em- 
bedded in a seris of specific and severe provisions. Setting out from the prin- 
ciple that the forces shall in general be subject to German customs legislation, 
they cover interalia cooperation between German customs officials and the forces, 
inspection at border crossing points, rationed goods supplied to the troops and 
legal action against offenders. 


RADIO FREQUENCIES 


Annex B will bring operation of the radio communications and broadcasting 
stations of the forces into conformity with prevailing international agreements 
and will establish a frequency committee with equal representation (and includ- 
ing a representative of the EDC), under rotating chairmanship. The committee 
will concern itself with the allocation and coordination of frequencies and other 
technical matters relating to the radio stations of the forces. 


REFERENCE TO ARBITRATION TRIBUNAL 


All disputes between the Federal Government and the Three Powers which 
arise out of this convention may be submitted to the arbitration tribunal, except 
(1) Where the convention provides for other arbitral machinery (e. g., 
in the case of extraditions) and 
II) Where its provisions exelude arbitration (e. g., in regard to certain 
actions which may be necessary in advance of a grave emergency) 
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RELATIONSHIP TO EDC AND REVIEW 


This convention and the EDC treaty will in no way prejudice each other. 
Any conflicts between their respective provisions will be settled between the 
contracting parties to both treaties. 

Review of this convention may take place at the request of one of the signatories 
when 2 vears have clapsed after its effective date. 


OTHER PROVISIONS 


In addition to the main provisions already discussed, the convention contains a 
number of articles on connected matters, among them the following: 

(1) The forees undertake to apply public health and safety standards at 
least equal to those in the appropriate German regulations (article 21). 

(IT) Fullest cooperation between the German authorities and the forces 
will be the rule on all questions affecting health and sanitation (article 30). 

(I1T) It is agreed, with due constitutional safeguards, that in proceedings 
before the courts of the Federal Republic or the forces, disclosure will not be 
permitted of German state or official secrets nor of any information which 
might prejudice the security of the forces, except with the consent of the 
authorities concerned (article 15) 

(IV) The forees have agreed to relinquish their present requisitioned 
hunting and fishing rights 1 month after this convention comes into force. 
However, the Federal Government will assist the forces in obtaining hunting 
and fishing facilities for recreational purposes. Members of the forces 
will conform to German seasonal laws, use the services of licensed hunters, 
and pay regulation fees. In return for fishing privileges the forces will 
assume a fair share of the restocking programs of the respective Laender 
authorities. 


THE FINANCE CONVENTION REGULATING THE FINANCIAL ARRANGEMENTS FOR 
THE FOREIGN ForcES STATIONED IN THE FEDERAL REPUBLIC 


(Taking into account the build-up of German EDC contingents) 
THE CONVENTION 


States the obligations of the German Federal Republie to make a continuing 
contribution to western defense comparable to the contributions of other partici- 
pants. ‘ 

Establishes the availability, until June 30, 1952 (end of NATO fiscal year), of a 
portion of that contribution to assist in meeting the costs of foreign forees in the 
Federal Republic. 

Governs the use of that portion of the German contribution, 

Specifies facilities and services to be made available without charge to the 
foreign forees. 

Provides for a mutual waiver of damage claims between each of the Govern- 
ments of the Three Powers and the Federal Government and establishes pro- 
cedures for settling private claims for damage arising from the activities of the 
forcign forces, 

Fstablishes a basis for payment for accommodation, goods, and services pro- 
vided for the foreign forces. 

Provides for the possible establishment of a joint capital construction budget to 
cover construction requirements for both German EDC contingents and foreign 
forces. ; 

Provides for the gradual transition of the French, Belgian, Luxemburgian forees 
in the Federal Republic to the status of European Defense Community forces. 


LEVEL OF CONTRIBUTION 


The Federal Republic agrees to make an annual contribution to western 
defense comparable to that of other western countries on the basis of NATO 
criteria. This will be done by making a financial contribution to the European 
Defense Community and by assisting in the support of foreign forces stationed 
in the Federal Republic other than EDC forces. 
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From the effective date on the contractual agreements until June 30, 1953, this 
contribution shall be at the rate of DM. 850 million per month. After that date, 
the contribution will be determined under the same principtes and procedures 
and by use of the same NATO criteria which apply to the defense expenditures of 
other countries participating in western defense. 


DIVISION OF THE CONTRIBUTION 


For the first 6 months after the effective date of the contractual agreements, 
an average share of DM. 551 million of the sum of DM. 850 million will be used 
to assist in the support of foreign forces stationed in the Federal Republic. For 
the next 3 months, an average of DM. 319 million will be used for such support. 

The division of the contribution between German EDC contingents and foreign 
forces reflects the build-up of German EDC contingents by an increase in the share 
for these contingents. The division of the contribution has been made in such 
a way as to meet the increasing requirements of the German contingents in 
accordance with a build-up schedule determined by SHAPE. 

The question of what portion of the German financial contribution to be made 
after June 30, 1953, will be used to assist in the support of non-EDC forces in 
Germany is left to be settled in later negotiations. 

Division of the share allotted to foreign forces before June 30, 1953, will be 
made by the Governments of the United States, the United Kingdom, and France 
after consultation with the Federal Government. This sum will transit the budget 
of the European Defense Community but will be neither an obligation of EDC 
nor be subject to its control. 

USE OF FUNDS 


The Three Powers undertake to hold defense expenditures from DM. support 
fynds to the minimum compatible with military efficiency and to utilize the funds 
efficiently and economically. 


FACILITIES AND SERVICES PROVIDED WITHOUT CHARGE 


When friendly forces of one country are stationed in the territory of another, 
it is customary for the host country to allow the visiting forces to enjoy without 
charge such public services and facilities as are normally enjoyed without payment 
of a specific charge by residents of the host country. Accordingly, the Federal 
Republic agrees that the foreign forces shall enjoy without charge a number of 
services such as, use of German public agencies, roads and bridges, police, public 
health and fire protection. Military aircraft may: use free of charge the civil 
airfields owned by the Federal Republic. 

These arrangements are similar to those applied by all NATO member countries. 

Where, however, services are of a special character, payments may be agreed 
upon. 

DAMAGE CLAIMS 


Each of the Three Powers and the Federal Republic waive claims for damage to 
governmental property caused by persons in the service of the other. 

German agencies and agencies of the forces of the Three Powers will cooperate 
in a jointly agreed procedure for handling private damage claims against the forces 
arising after the entry into force of the convention. Claims against the Allied 
forces arising before the entry into force of the convention are to be settled by the 
Federal Republic. 


PAYMENTS FOR ACCOMMODATION, GOODS, AND SERVICES 


The convention provides that the foreign forces will pay the prevailing prices, 
rates and rentals in the Federal Republic. However, in those cases where any 
military users, such as EDC contingents, receive deductions or price benefits, 
those deductions or benefits are to be granted to all of the foreign forces. 

In some special fields, such as labor, requisitioning, transport, and communica- 
tions, rates will be determined by agreement between the Federal Government 
and the foreign forces or by Federal legislation. 


RECEIPTS FROM DISPOSAL OF PROPERTY 


The convention establishes procedures for the disposal of property no longer 
needed by the forces. In general, receipts from the disposal of property pur- 
chases with funds from occupations cost budgets will accrue to the Federal 
Government. 


4 
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PROCEDURAL PROVISIONS 


A joint Three Power-German coordinating committee is established and will 
assist in settling any difficulties arising in the implementation of the convention, 
Review of the terms of the convention may be initiated by any signatory. 
Subsidiary administrative agreements may be concluded to implement the 
convention. 
TRANSITIONAL PROVISIONS 


To allow for the transition in status of French, Belgian, and Luxemburg forces 
stationed in the Federal Republic to the status of EDC forces, the convention 
provides that these forces shall have the same status as other foreign forces until 
June 30, 1953. (End of NATO year.) 


Summary oF LetTerRs ForMING Par?’ oF THE CONTRACTUAL AGREEMENTS 


In addition to the conventions, there are published today a number of letters 
pertaining to particular aspects of the conventions. These letters are summarized 
below. 

l. CONTROL COUNCIL LEGISLATION 


A letter from the three Foreign Ministers to the Federal Chancelor said that, 
in accordance with article 2 of the convention on relations which specifies their 
rights in relation to Berlin and to Germany as a whole, they will require certain 
control council legislation not to be deprived of effect in the Federal territory. 
A letter from the Federal Chancelor to the Foreign Ministers states the opinion 
of the Federal Government that the control council legislation mentioned above 
are internal matters of the control council and cannot be the subject of German 
legislative authority. 


2. TAXES ON SUCCESSOR ORGANIZATIONS 


In an exchange of letters with the Foreign Ministers, the Chancelor confirms 
that the Federal Government will settle all claims for taxes or levies imposed 
by laender or local authorities on successor organizations and trust corporations 
set up to represent claimants for internal restitution. 


3. VALIDITY OF INTERNATIONAL AGREEMENTS 


An exchange of letters between the High Commissioners and the Federal 
Chancelor concerns the continuing applicability and validity of international 
agreements concluded on behalf of the three western zones by the occupation 
authorities. With the High Commissioners’ letter is a list of these treaties and 
agreements. 

A reply from the Federal Chancelor recognizes the continuing validity of these 
treaties and the Federal Republic’s obligation to implement them. 


4. STATUS OF THE SAAR 


In this connection, the Chancelor declares and the High Commissioners confirm 
the agreement of their Governments that the inclusion in the list of certain treaties 
and agreements referring to the Saar does not constitute recognition by the 
Federal Republie of the present status of the Saar. 


5. EXERCISE OF RESERVED RIGHTS 


A letter to the Federal Chancelor from the three High Commissioners on behalf 
of their Governments emphasizes that the exercise by the Three Powers of their 
rights concerning Germany as a whole does not adversely affect the relations 
established by the conventions generally. Further, the exercise of these rights 
does not permit the Three Powers to derogate from their undertakings. 


6. RADIO FREQUENCIES 


Letters from the Federal Chancelor to each of the High Commissioners confirm 
that the Federal Republic will apply the principles of the International Telecom- 
munications Convention of 1947 so as to avoid harmful interference with the radio 
services or communications of the Three Powers which operate on frequencies 
allotted under the agreement of Copenhagen of 1948. 
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7. PRIVATE PREWAR OBLIGATIONS 


A letter from the Federal Chaneelor to the three High Commissioners invites 
them to inform their Governments that the Federal Government is prepared to 
negotiate a multilateral agreement with other governments for the settlement of 
questions regarding private prewar obligations and contracts and acquired rights. 
The Federal Government considers that in the field of insurance and reinsurance 
bilateral discussions with other governments are appropriate. 


SPECIAL ARRANGEMENTS FOR THE ENTRY INTO FoRCE OF PARTS OF THE 
CoNTRACTUAL AGREEMENTS 


During the discussions leading up to signature of the conventions, the Federal 
Chancelor raised the question whether some provisions of the conventions might 
be put into effect before the time provided for in the conventions themselves. 

The three Foreign Ministers have informed the Chancelor, in a letter pub- 
lished with the conventions, that when the conventions have been ratified by all 
the parties to them, the three Governments will be prepared, if there is any undue 
delay on the part of other powers in ratifying the EDC treaty to hold a meeting 
with the Federal Government to consider and to determine whether arrange- 
ments may be made to put some of the provisions contained in the conventions 
into effect prior to the entry into force of the conventions. 


DECLARATION BY THE THREE PowrrRs ON BERLIN JIssueD B¥Y ALLIED 
IK. OMMANDATURA 


The Allied Kommandatura in Perlin today issued a declaration on Berlin 
which is to replace the statement of principles governing the relationship between 
the Allied Kommandatura and Greater Berlin of May 14, 1949. 

The declaration is to take effect on the effective date of the contractual agree- 
ments concluded by the Three Powers and the Federal Republic. It is not a part 
of the contraciual agreements, but, taking into consideration the new relationship 
to be established between the Three Powers and the Federal Republic, it grants 
to the Perlin authorities the maximum liberty compatible with the special situa- 
tion of Berlin. 


DECLARATION BY THE THREE POWERS ON BERLIN 


Following is a summary of the declaration on Berlin being made by the three 
Allied Commandants in Berlin today. This declaration is not a part of the 
contractual agreements. 

This declaration by the Allied Kommandatura will, on the effective date of the 
contractual agreements replace the statement of principles governing the relation- 
ship between the Allied Kommandatura and Greater Berlin of May 14, 1949, as 
modified by the first instrument of revision. 

The declaration expresses the intent of the Three Powers, taking into considera- 
tion their new relationship with the Federal Republic, to grant to the Berlin 
authorities the maximum liberty compatible with the special situation of Berlin. 

Rights in respect to Berlin are listed in the convention on general relations 
among those rights retained by the Three Powers. The Three Powers must 
retain supreme authority in Berlin because international agreements to which 
they are parties require it. 

They cannot relinquish this authority without jeopardizing their right to be in 
Berlin, a right which is clearly in the interests of free Berlin, the Federal Repubtie, 
and the Three Powers alike. 

The declaration makes clear, however, that the Three Powers will exercise 
their authority so as to cause the least possible interference with the Berlin 
authorities, 

Thus, the Allied Kommandatura will raise no objection to the adoption by 
Berlin under an appropriate procedure of the same legislation as that of the 
Federal Republic, provided the adoption of such legislation does not affect the 
responsibilities of the Three Powers in Berlin. Moreover, in a number of fields 
covered in the Federal Republic by provisions of the contractual arrangements, 
Allied authorities in Berlin will in future only intervene to an extent consistent 
with, or if the Perlin authorities act inconsistently with the principles of the 
contractual arrangements or with Allied legislation in Berlin. These fields, 
include restitution, reparations, deecartelization, deconcentration, foreign interests, 
displaced persons and refugees, and prisoners sentenced by Allied courts, 


SS 
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BACKGROUND OF REQUEST 


Mr. McCroy. I thought that perhaps I might give the committee 
a little background of the situation in Germany rather than spend 
a large amount of time on the figures which go to support our request, 
because I think in giving you this background you will have a better 
concept of why we are suggesting the program that we are. 

The request that we are now making comes at a time of a great 
change in our relations with Germany. We are closing out the 
occupation, and these recent conventions that were signed at Bonn, 
and the related conventions that were signed at Paris, definitely do 
mark a new period in which Germany is assuming the role of a partner 
in the community of Europe and the community of the free world. 

The request that we have this year is for $16,700,000, which repre- 
sents a $6,250,000 decrease compared with 1952. This sum that we 
ask for is to cover operations in the Federal Republic of Germany 
and in West Berlin. 

1 think as developments have occurred in the world situation it is 
not too much to say that the success or failure of our operations in 
Germany may determine the success or the failure of our over-all 
efforts to deter aggression and to establish a community in which peace 
and freedom can survive. 

We are going to be replaced by an Embassy after the conventions 
that I have referred to have been ratified, and this request that we 
are making envisages the establishment of an Embassy, but until the 
Embassy is established there will be a United States High Commission- 
er. When the Embassy is established, after the ratifications have 
gone through, it will have to carry on many activities which are pro- 
vided for in these conventions, some of which I will touch on in just a 
moment; and it will have to do a good deal of work in connection with 
the liquidation of the occupation, the establishment of the new alliance, 
and the carrying out of the programs which the Germans have now 
agreed to carry out in the completion of the program that we have had 
in Germany since 1945, 


DECREASES IN REQUIREMENTS 


I would like to stop right here and point out the diminuendo aspect 
of our request for funds. When we took over in 1949, for the fiseal 
year 1949 we had a budget of $32,000,000. In 1951 we had a budget 
of $26 000,000. Last year it was $22,950,000, and now we are down 
to $16,700,000. 

To give you some idea of the reduction in foree that that envisages, 
I think that I might give you some other figures. 

Going back to 1945 we had 6,000 U nited States civilians e mployed 
in Germany, and that did not inelude a very large number of military 
people who were in uniform who were carrying on occupation duties. 
I do not know what that figure is, but before we get through totaling 
it all up I would say that it would run somewhere around 40,000 
people. 

In the fiscal vear 1949, I asked for a budget to support 2,500 people. 
In 1951, T requested 1,800 people, and now, 941, and of the 941 a 
substantial number will be devoted to the agencies that are necessary 
to liquidate programs that have to be carried out in accordance with 
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the conventions; in other words, non-Embassy type of work, but work 
which is absolutely essential in Germany in order to bring about the 
new status. I will talk about those a little bit later. 

Thus, I think that you can see we have been steadily reducing, and 
I do not believe with any loss of efficiency or failure to accomplish 
our objectives in Germany. 

We have, therefore, included in this request the money that is 
necessary to maintain our relations, such as an ordinary Embassy 
has, and then, as I sav, in addition to that, the manifold activities 
which result from the signing of the conventions. 


PUBLIC AFFAIRS PROGRAM 


The other aspect of our request is a very large element, our so-called 
public affairs program. That covers a very wide field and is designed 
to maintain in Germany our influence on the German loca! scene and 
at the same time to combat the tremendous propaganda infiltration 
activities of the Soviets and the Communists in this cockpit of 
European interests. 

There is still a need to strengthen the elements which are now 
getting more and more vigorous, the democratic elements in Germany, 
and to insure the integration of West Germany with the western 
community. 

POLITICAL SITUATION 


Now, I think that I would like to talk a little bit about the situation 
in Germany, if that meets with the desires of the committee. I would 
like to talk about the political situation particularly, the program that 
we have, and then come to the organization and the costs. 

In 1945, as you know, Germany was a physical, moral, and economic 
ruin. We hoped at that time that we could work out with the Soviet 
a policy whereby the area could be reconstructed as a whole and that 
the 65,000,000 people that constitute present Germany in the center 
of Europe would form a peaceful and a democratic European nation 
which would tend to stabilize the world situation. But it soon became 
apparent under the regime of my predecessor, General Clay, that the 
Soviets were only concerned in dominating the situation and they 
were entirely uncooperative in any effort to govern Germany as a 
whole, or to bring about any real rehabilitation of the country. 
Finally, it resulted in breaking off the relations with them and setting 
up a separate state, or a state in the west, and since that time we have 
had a Federal Republic in Germany. Since that time I think we can 
take real satisfaction in the political development of that area. After 
an utter and complete collapse of the entire governing processes in 
Germany, bit by bit there was built up a new type of representative 
government, and this representative government extends from the 
county to the national level, and I think that one can be quite satisfied 
that today the concept of a representative form of government is 
deeply seated in Germany. It is in active operation with an electorate 
that is very active. It is nothing for them to turn out an 80 or 90 
percent vote on election day. 

Mr. Gary. Do women have a vote in Germany? 











75 


Mr. McCuoy. Yes. And they really turn out with the votes. 
They have a real sense of obligation in doing so, and we can definitely 
say in spite of the newspaper accounts that you see, and other things 
about Nazis popping up and the Communist influence, that the great 
body of the German people are working under a representative, par- 
liamentary type of government. 


ECONOMIC SITUATION 


Economically, I think you gentlemen who have been over there 
know what tremendous strides have taken place. Since this complete, 
moral, physical, and economic ruin in 1945, it is almost impossible 
to believe your own eyes to see the situation as it is there today. The 
production index is 140 percent of 1936. There are large exports, 
about $4 billion worth, increased from nothing. There is a hard 
currency, or a currency that is rapidly becoming hard; one which is 
selling in the very realistic Swiss markets at very close to par, and 
rapidly, as I say, becoming one of the hardest currencies in Europe, 
although there are no reserves to back it up except the industry and 
the ingenuity of the people and their position and their resources 
which enable them to supply so much of the needs of the rest of the 
world, particularly in the hard goods categories. 


OPPOSITION FROM SOVIETS 


Now, we have encountered in the course of all of this a very heavy 
opposition from the Soviets and from the Communists. Although 
percentagewise they are small, there are a substantial number of 
people involved and a good many are activists and serve as a spear- 
head for the Communist agents farther to the east. I think you have 
some idea here of the intensity of their propaganda and their deter- 
mination to oppose the entering into these conventions which we have 
just signed, but unless you have been there and felt the strength of it 
and the need for combating it, I do not believe vou have any concept 
of its vigor or its penetrating character. They have used every 
blandishment to induce the Germans not to sign these agreements, 
and they have also chopped out a lot of threats. A combination of 
these threats and inducements is driven into the German’s ear each 
day, and they have with the issue of unification done a great deal 
toward unsettling the minds of the Germans as to the policy they 
should pursue. 

Inasmuch as the Soviets have very strongly indicated if the West 
Germans did sign up with the west that would be detrimental and 
prejudicial to the possible unification of Germany, I think the 
decision the Germans have made becomes all the more significant. 
It was a courageous decision for them to make. It was an indication 
they were prepared to aline themselves with the free world, even at 
considerable expense to themselves, and even with the tremendous 
hostage that the city of Berlin itself is, stuck out there in the Soviet 
zone surrounded entirely by the Soviet forces. 

Now, I think that we are going to have a continuation and an even 
greater intensification of this propaganda penetration effort to con- 
found the Germans and to interfere with the consolidation of Europe. 
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The emphasis which they place on unification has perhaps received 
its most definite form in the recent notes that the Soviets have ad- 
dressed to us, and those notes were, of course, carefully timed to inter- 
fere with the conclusion of our conventions. It is, as I say, a com- 
mentary upon the steadfastness of the Germans and their desire to 
maintain freedom that they have been able to withstand this appeal 
and to take the unequivocal steps which were involved in the sig- 
natures. For this you have to give a great deal of credit to German 
Chancelor Adenauer. Dr. Adenauer is protected by a rather solid 
coalition group composed of the middle party, and it is a very broad 
section of German opinion. As I have said, the Communist elements 
and the extreme rightist elements are very small; they are about 
equal, and they do not hesitate to play with each other against the 
Government from time to time, but these totalitarian wings have not 
been able to prevail even with all of the might of the Soviet propa- 
ganda aiding them, as it has been during these last months. 


RATIFICATION OF TREATY 


Mr. Gary. What do you think of the chances of the Germans 
confirming the treaty? 

Mr. McCoy. I think they are good. JT will come to that. IT was 
just beginning to develop the opposition of the Socialist Party in 
Germany, Dr. Schumacher’s party. That is a very important aspect 
of the situation. They represent a very substantial number of the 
working people in Germany. Dr. Schumacher is very much opposed, 
bitterly opposed personally and politically, to Dr. Adenauer. Heisa 
man of certain intense passions and has the concept that the Socialist 
Party must be more and more nationalist if it is to preserve its position 
asa popular party in Germany. He feels that a mistake was made by 
the Socialists at the time of the Weimar Republic because they were 
not nationalistic enough and permitted nationalistic elements in 
Germany to get to the right of them and thus caused a loss of power. 
Whatever the motives, we find that the Socialist Party is in strong 
opposition to all, or most, of our objectives in Europe for consolidation 
of Western Europe and the alinement of Western Germany with the 
west, and that is perhaps the most serious element on the horizon in 
regard to the ratification. 

On the other hand, there are many elements in the Socialist Party 
that do not agree with that philosophy, and I am inclined to think 
that Dr. Schumacher has pretty well shot his bolt. He cannot be 
more vituperative, or more opposed, than he has been. He has 
endeavored to do all he could to bring about a frustration of our 
negotiations, and he has failed. I am inclined to think that even 
with the intensification of Soviet policy—although he is a very strong 
anti-Communist, there is no doubt about that—but even with the 
intensification of the Soviet propaganda, a large part of which his 
political line parallels, in spite of that, 1 think we will have a ratifica- 
tion by the Germans of these treaties, and they will do it in the face 
of these threats which you will find in Berlin and elsewhere. I 
believe that they will be steadfast in that regard, and I have great 
confidence in the capacity of the Chancelor to carry through his 
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The recent surveys that we have taken over there rather indicate 
that is the trend of their thinking. Now, this is not a guaranty that 
they will be ratified. The situation is so tense in Germany. There 
are so many interests involved that the situation is never entirely 
stable. They are a nervous, active, suspicious people, as you know. 
They are prone to feel they are being imposed upon at the slightest 
suggestion. We will have political crises throughout the summer 
but I do not think any, on the basis of my judgment, will be any worse 
than those that have been encountered and ridden through. 

The negotiations we carried out with the Chancelor were of a very 
interesting character. They have been going on for almost a year. 
We have sat around the table with the French and the British and the 
Germans. There is no suggestion whatever of a diktat in connection 
with these negotiations; nor has there been any effort on our part to 
buy the Germans. It has given the negotiations a very complicated 
and very complex character, but rather a thrilling one, I think, be- 
cause it shows the effect of sitting around the table with all issues that 
play on Europe focused on Germany. 

In spite of the intensity of this interest and the vigor of expressions, 
in spite of the age-old traditional animosities that were in the middle 
of the table, we did work out an agreement which I think is a thoroughly 
practical one, and one on which the French particularly, and the 
Germans, in my judgment, can move from as the basis for further co- 
ope ration throughout the eae with the concept of better integration 
of Europe. The Schuman plan and the European Defense Community, 
are ina way related to these conventions that we have signed but are 
not actually a part of the conventions that we signed. 


OBJECTIVES FOR 1953 


Our objectives for the period, that is for the 1953 period, are to 
maintain and stabilize the German participation in the European 
Atlantic community, to strengthen the democratic element in Germany 
in continuing to frustrate the Communist or Nazi aim, to guarantee 
our position in the western sectors of Berlin, and to work at the same 
time unceasingly for the peaceful unification of Germany under condi- 
tions of freedom. I think all of those objectives are entirely worthy 
ones, and I would refer particularly to the city of Berlin, which is sig- 
nificant in everyone’s mind. Particularly thinking of Berlin as a free 
city surrounded by suppression, which gives great hope to the Germans, 
it had become a symbol of free light throughout Europe. I feel if 
we lose our position, if our position should collapse, it would be 
something that would have a sinister effect upon all of Europe. 

The possibility of our holding the city and our position there, of 
course, is also complicated. But aided by a determination of the 
people of the city of Berlin, which has been threatened oa so many 
occasions, but which seems to rise with every threat to its liberty and 
with a definite growing realization on the part of all Europe, as well as 
the Soviets, that we will support those people and their position, I 
believe that our position will be maintained in Berlin. 

All of those elements, however, that I refer to, emphasize the 
necessity, in my mind, of the so-called public affairs program. Our 
influence in Germany is really a very great influence. With all the 
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criticisms that you can get of American policy and of American 
administration and American troops, our influence is good and it is 
strong, and they look to us, I think, more than to anybody else for 
support and for the determination to maintain the liberties of the new 
Federal Republic. 

That means that we have the support of the people who are the 
democrats, but there is always the threat against them. However, 
the people who are in control now in Germany are democrats. They 
represent a great deal of the thinking of the country, and they are 
composed of the men who were in the resistance movement against 
the Nazi Party. Those we have to support, and we have to deal par- 
ticularly with the problem of the German attitude that exists on the 
part of the Soviets to divide East Germany and the vouth movement 
in East Germany. They have enormous youth organizations, and 
have made use of these enormous demonstrations, such as you read 
about, I am sure, in Berlin last year. I think, due to our efforts 
among the youth of Germany, we were able to block the effect of that 
movement with counterdemonstrations; not through an organization 
of the youth, or marshaling them in any way as was done in Eastern 
Germany with the Communists, but perhaps even more interestingly 
by the defection of the German youth themselves who came over into 
the west sector and who had a little look through the window of the 
freedom. They were able to engage in discussions with the people, 
particularly in the Amerika Haus, our information center, that has 
been maintained there, and they went back. They came over in such 
quantities and went back with such doubt, that the Soviets never tried 
it again in Berlin, although there was a demonstration in Leipzig, where 
there was no possibility of contact with the west. That was done 
on a very elaborate scale. 

We had a very effective program, using pamphlets, directed toward 
the youth, recreational facilities, and community activities. We have 
also made use of the exchange program, constantly keeping before the 
mind of the youth in Germany the advantages of a free society and 
we maintain thereby their contacts with the United States in which 
they are always extremely interested. I think, by reason of that 
interest, which we have been able to take advantage of, we have 
developed an incessant curiosity about the United States, but not 
only about the United States but also as to the possibilities of develop- 
ing larger communities among the nations of Europe, and of main- 
taining youthful interest in the federation of Europe, a concept to 
break down the economic and political boundaries, which is very keen 
indeed. 

With this enormous investment and this wide stake in Germany on 
the part of the United States, I feel that the amount of money we 
are asking to carry out the public affairs program is essential. If I had 
any doubt, I think I would feel that perhaps we were not taking out 
sufficient insurance on it. I would say that, were it not for the fact 
I have had to feel, each time that I have come up here and explain 
the reduction from these larger figures in personnel and money, that 
we have been able to get along with our appropriation, and I do not 
believe with any diminished efficacy. But of all times, our influence 
should not be impaired and should not be diluted now, and I should 
say must be maintained over a period of years, particularly in this 
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CIVILIAN STAFFING 


Now, in anticipation of the successful conclusion of the conventions 
that we have signed, we took some steps to reduce our staff, long 
before there was absolute cer tainty that these conventions w ould be 
signed. In fact, I did not feel too sure these conventions were going to 
be signed until about 12 hours before we signed them; but at the 
beginning, I mean at the beginning of fiscal year 1952, under our old 
appropriation, we had 1,560 American positions (but actually 1,800 on 
the payroll on July 1, 1951) and we had 13,536 Germans on our staff. 
At the beginning of the fiscal year 1953, the positions will be cut down 
to 941 Americans and about 7,000 Germans, and that reduction is 
effected in the budget which you have before you. 

Mr. Gary. Mr. Commissioner, can you give us a table showing the 
personnel from 1945 to date? “ 

Mr. McCtoy. Yes; I can give it to you roughly now, but I can give 
the exact figures for the record. 

Except that I cannot give the total number—we have tried several 
times to get the exact number—of military who were engaged in the 
military government in those days. In a number of cases they used 
both civilian and military personnel, and we can give the number of 
civilians who were directly involved in 1945, but we cannot give you 
the number of soldiers and officers who were involved at the same time. 
We cannot supply that. 

(The matter referred to follows:) 


American civilian staffing of the occupation program in Germany, fiscal years 1946 
to 1953, inclusive (includes positions under OMGUS and HICOG) 


! 
| 
E 1949 o | 1950 al Ga 1951 | 1952 | 1953 
| 





| 
| 1946 | 1947 E 1948 





Office of Military areca for 
Germany (OMGU 

Office of the United States “High 
Commissioner for Germany 
CHI i... cs. ries Jaan PARED Ss PETS: adhd 21,831 1, 885 1, 560 41 


6,330 | 6,132; 4,100] 3,707 | '2,708 |......../...... 


1 The fiscal year 1950 otian of 2,708 reflects OMGUS employment as of June 30, 1949. 
3 The fiscal year 1950 figure of 1,831 reflects HICOG authorized positions when the Department of State 
assumed responsibility for the occupation program on Oct. 16, 1949. 





YOUTH-MOVEMENT DEMONSTRATIONS 


Mr. Gary. You were speaking about the youth movement; we 
saw some pictures a year or so ago of the demonstrations in Berlin. 
How did the demonstration this year at Leipzig compare with the 
previous demonstration in Berlin? 

Mr. McCoy. Much smaller, on a much smaller scale; there | 
think they only had about a hundred thousand, and did not have any 
of the “show’” they had in Berlin. But I do want to say that they 
got a great many of the young people to go to Berlin, by propagandiz- 
ing them, and they had a pretty good time coming and going. 

But the impact of those things, as I indicated, was blunted, as 
evidenced by the number of people that came over to the west sector, 
and their curiosity while they were in the west sector, and I look upon 
that as a definite set-back for the Soviet propaganda. 


20806—52——-6 








80 


Mr. Gary. What did you do to counteract the effect of the Leipzig 
demonstration? 

Mr. McCuoy. There was not very much we could do, because 
Leipzig is deep in the Soviet zone. They did not make such a to-do 
about it; it was not as necessary this time to organize the counteracting 
efforts as there was in the case of Berlin, where there was an out-and- 
out effort to impress the world and possibly to take over the city. 
But there was no such threat as that in Leipzig. We, of course, did 
what we could with such elements as we had to propagandize, to 
reach into the east zone, and I think in connection with Leipzig, the 
main effort was over RIAS, the United States-operated German radio 
station, which I think—-you know, is perhaps the most effective 
counterinstrument we have. 

Mr. Gary. You are continuing to work among the youth? 

Mr. McCroy. Yes; very definitely; and I think it extremely 
important to continue with that, and that we should not, just because 
we go on an embassy status, and because we have signed these con- 
ventions, that we should not cease our efforts. The Soviet menace, 
the Communist menace, is an element that must be dealt with and 
we have just got to keep our efforts going, although on a reduced scale. 

In my judgment, while I do not know how long, for how many 
years, but with the situation clouded as it is at the moment, we have 
elements involved, and we have to take some risks in connection 
with it. 

We have eliminated one very powerful influence that we have had 
over there, that is, the so-called resident officers who have been used 
in that work. We have taken those people, recalled those people from 
those jobs, which they have been doing down in the counties since 
1945, from the days when they were picking up rubble, and were 
helping to bury the dead, and since that time they have engaged 
partly in the building programs. They have exerted a very important 
influence throughout that whole area of Germany. We have elimin- 
ated them, consolidated our offices, organized into a few regional 
centers, and we have made an improvement, I think, in that because 
I do not believe that we can consistently, with the abandonment of 
occupation status, have so many individuals so deeply imbedded 
in the German communities. I think that by and large you can say 
that the communities are stabilized, and I think that much of the 
influence and the work of these officers will stay long in those areas 
from which they have now left. 

These people have come back home. You will hear frequently 
from some German communities which were interested to see that they 
stayed; I think practically all of them felt that they should not have 
left. There has been very much interest in their jobs. They were 
intensely interested and intensely associated with the communities, 
and the Germans sent us communications many times urging that we 
not let them go, which I think we can take as a true demonstration 
of the good that was done. Many of them said they wanted them to 
stay there. But I think that would be the type of a program which 
I do not believe is consistent with embassy status in Germany. 
Those communities are stabilized now, and I do not believe we ought 
to go along further with them. 

Mr. Couprerr. I wonder if I might interpose a question? 

Mr. McCuoy. Yes. 
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PERSONNEL IN PUBLIC RELATIONS 


Mr. Couperrt. It is not entirely clear to me how much of the 
public-relations operation it is contemplated will continue after the 
new status comes into effect. Will much of this continue after the 
new status has been established? 

Mr. McCroy. Yes. 

Mr. Couprert. I am thinking of the public-relations operation. 

Mr. McCuoy. Yes. I can give you a rough estimate. We are 
asking for $16,700,000. Of that I would put about $10 million into 
the public-affairs program. 

Mr. Couperr. What will that mean in the way of resident Ameri- 
cans continuing in the public-relations program within Germany? 

Mr. McCuoy. The total figure is 

Mr. Svone. There will be 305 Americans in the public-affairs 
program, and they will be stationed at 14 regional centers and 
branches. 

Mr. Couperr. And they will be backed up, I presume, by a larger 
number of local personnel? 

Mr. McCuoy. Yes. 

Mr. Couperr. That being obviously and notoriously an American 
operation, what is the feeling or impact on the average German of 
the American operation of public relations and propaganda as con- 
ducted by the United States? 

Mr. McCoy. Let me give you some examples of what we are 
doing. 

Mr. Couprertr. Yes; and what you plan to do. 

Mr. McCuoy. Yes: that is what I am coming to. I just referred 
to RLIAS. RIAS is an American-supported radio station, but has 
been thought of in Germany as being a German station. It is run by 
Germans; it is run by personnel who pick up the latest local jokes that 
occur in the eastern zone, put them on the air at night, and that, of 
course, is a part of the program in Germany, and a part of RIAS 
program, and it is the most popular radio station in Berlin. Although 
very definitely designed to help our cause, which it is doing so well, 
vet the local feeling is that it is looked upon as a German station. 
That is one thing that is very effective. 

Mr. Couprerr. Mr. McCloy, I am impressed by what you said a 
moment ago of maintaining a public-relations program, known to be 
American-operated, after the occupation status is over. 

Mr. McCuoy. Yes. 

Mr. Couperr. Is it consistent with the new status? 


Mr. McCtoy. Yes. 
POSSIBILITY OF GERMAN OPERATION 


Mr. Couprrr. Now, my querv is this: To what degree would it be 
possible and perhaps wise for the very same operators to be carrying 
forward certain programs for the purposes which are obviously to 
keep the German people on the right track, and to have them run by 
Germans or by the German Government? 

Mr. McCuoy. Well, in the first place RIAS, the radio station, in 
my opinion, should be supported by us, because it is one of the best 
avenues we have for getting into the eastern section. 
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Mr. Coupert. | understand that; but my thought was why can it 
not be run by the German Government? 

Mr. McCuoy. Well, maybe it could be if they had the money to 
support it. We happen to have the money to support it, and I think 
it should be supported and attuned to America. It would not neces- 
sarily play the same tunes in the east, if it were a German, thoroughly 
German radio station, as are played today because of American sup- 
port; and the interesting thing to know is how well it is received, how 
popular it is in terms of the man on the street. It is a very popular 
radio program. 

Mr. Covuprerr. Will the radio station, after their status becomes 
changed, continue to be kept under American control? 

Mr. McCuoy. Yes; with the consent and desire of the German 
Government. 

Mr. Covprert. Does the German public realize it is American- 
operated? 

Mr. McCuoy. If they inquire into it. In the case of RIAS—that is 
why I was emphasizing the psychological effect of it—in the case of 
RIAS, the people do not look upon it as an American station at all. 


AMERICAN-OPERATED NEWSPAPER 


We also print a newspaper, Die Neue Zeitung. That is printed in 
German. We print that and subsidize it; it carries a banner labeling 
it as an American newspaper. This newspaper goes into the east 
sector; it is received very well and it is a well-run newspaper. It is 
very popular in Germany because through it they are able to get most 
of the copy, most. of the reports and international news, more than the 
other German newspapers can give. For instance, it will carry more 
documents, more important documents, than most of the German 
local newspapers print. It stresses naturally the objectives which 
we are interested in, and naturally goes to greater length than other 
newspapers in stressing American affairs. As a result it has a very 
substantial circulation among the leaders of German thought, and it 
is also another instrument that we are very anxious to have continued 
and they are very anxious to have us continue. 

Then we have another element in public affairs, the so-called 
exchange program, as a means by which youth, young students, 
teachers, and leaders, are sent to the United States. Not only 
students, but also laborers and other groups come to the United 
States on trips, and some Americans go to Germany. 

That has been a very successful program in Germany. They come 
back from the United States, extremely enthusiastic about what they 
have seen. 

COMMUNITY HOUSES 


Then the Amerika Haeuser, which are really libraries, community 
houses, that we have set up, are very popular. We have in these 
libraries books and magazines that tell about the United States, and 
the number of people who use the Amerika Haeuser—— 

Mr. Stone. About 14 million. 

Mr. McCoy. Fourteen million a year who come there. We have 
had good people running them. It is not propaganda. We simply 
make available American books and publications, but they use any- 
thing that is put on the shelf. 
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In the early days, when these places were about the only place they 
could go, they were naturally crowded, but they are just as crowded 
today as they ever were. 

There are other programs that Mr. Stone will develop more fully, 
and at some length. I think it is a very good thing to continue this 
program down through the formative period, particularly when there 
are so many forces and powers, all of them trying to deflect the interest 
of the Germans, and trying to confuse them concerning the unification 
issue. 

This does not mean that we are propagandizing them; we are just 
trying to keep their minds open as to what is going on in the rest of the 
world, and do not let them again become so isolated as they were in the 
Nazi days. 

Mr. Couprerr. The sum and substance of your conclusion—and 
that is what I am interested in—is that you feel that under the cir- 
cumstances we can still effectively carry on such a program even under 
the new status. 

Mr. McCuoy. Yes. 

Mr. Couprerr. Even though it is known as an American program? 

Mr. McCuoy. Yes. 

Mr. Couperr. And the reaction of nationalism will not necessarily 
neutralize it? 

Mr. McCoy. No; I do not think so. 

Mr. Couprerr. But your position is that we should maintain these 
programs? 

Mr. McC toy. Yes; there is no question of it being well received by 
the German people and the German Government. 


VOICE OF AMERICA RADIO 


Mr. Ctevencer. Mr. McCloy, what about the Munich station; 
is it really American-controlled and operated? 

Mr. McCroy. Yes; we have two. RIAS—-— 

Mr. CLevenGer. | am thinking about the station in Munich. 

Mr. Stone. Yes. The Voice of America is now working out with 
Germany an agreement to maintain— 

Mr. CLevenGcer. That is under the Voice of America program? 

Mr. Srone. Yes. There is an agreement we are working on now, 
picking up relays from the Voice of America at Munich. 

Mr. McCoy. There are two stations, Radio Free Europe, and the 
Voice of America, both in Munich. 

Mr. Srons. One is under the appropriation for the Voice of 
America. 

Mr. McCioy. With America asasponsor. We will have an arrange- 
ment, some agreement with the Germans to insure its operation. 

Mr. Cievencer. Is there any appropriation in the regular State 
Department appropriation for the operation of the station vou speak 
of? 

Mr. McCoy. The Munich station; ves. But of this $16,700,000 
that we are considering here, about $10 million goes into all of these 
H1ICOG public affairs operations that we are talking about, Radio 
RIAS, running the newspaper, and so on. 

Mr. CLtevenGer. I am speaking about it appropriationwise. 


Mr. McCuoy. Yes. 
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Mr. CLevencer. Does that come through the regular State 
Department appropriation? I happen to be on that subcommittee, 
also. 

Mr. Wourr. Only the Voice of America relay at Munich is financed 
out of the Voice of America appropriation in the regular bill. 

Mr. CLevencer. Some of the activities are paid out of the regular 
appropriation funds, and some from occupation funds. 

Mr. McCoy. Some of it out of HICOG. Some of that is in direct 
appropriation, and some of it is represented in counterpart funds 
deutschemarks. 

PROGRESS IN EASTERN ZONE 


Mr. CievenGcer. In the eastern zone are the people happy, receiv- 
ing as much as in the western zone under Allied control? 

Mr. MeCroy. No. 

Mr. CievenGer. Has there been any comeback, any increase in 
the standard of living? 

Mr. McCroy. Yes; there has been some. 

Mr. CLevencer. Can you tell whether they feel they are as well 
off as they would be under the western zone? 

Mr. McCoy. Well, in recovery, for instance, the index of recovery 
is far ahead in the western zone. But I am bound to say that in the 
last year and a half the improvement in the standard of living in the 
astern zone of Berlin has steadily increased. It is still far below 
where we are in West Germany, as indicated by the production index. 
We have 140 percent of 1936 and, according to the best estimates we 
have, in the Soviet zone it is about 80 percent. 

Mr. Crevencer. In Leipzig and some of the other cities, are the 
people making some progress? 

Mr. McCrioy. They are making some. Considerable building is 
going on today, particularly in the east sector of Berlin. Today you 
are really impressed by the building that is going on in the Stalin Allee 
area, where an extraordinary amount of apartments are going up. 
You could not help but be impressed in the contrast between what you 
find now and about 2 years ago. 

Mr. Cievencer. In the downtown section; but what about the 
residence section? 

Mr. McCoy. Mostly in the downtown section, and particularly 
vou would be impressed by the Russian Embassy building, a very 
impressive marble affair. 

Mr. CLevencer. Commercially, are they coming back in that 
section of Berlin, particularly the buildings? 

Mr. McCoy. They are still drab compared to what we have. 
They are very drab, but I must say about the living, the housing con- 
ditions, that they are doing something toward that; they are clearing 
up the rubble. 

DENAZIFICATION 


Mr. Couprerr. What about the Nazis? Are there still ex-Nazis in 
jail as a result of these trials? 

Mr. McCoy. Not as a result of the denazification procedure. 
But there were quite a few in jail. It is more a matter of disability 
rather than jail, although there are some still in jail. I do not know 
what those figures are, but under the conventions we are working 
out a plan whereby we can dispose of these applications more readily. 
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Mr. Couprertr. What about the Nuremberg trials; have they com- 
pletely forgotten them? 

Mr. McCoy. There is still a feeling in certain sections that some 
of them were treated unjustly. 

Mr. Couprrr. Were treated unjustly? 

Mr. McCuoy. Yes. There is also a feeling on the part of some 
others that they were treated justly. Generally speaking, the feeling 
was that the sentences against the generals were unjust, but the sen- 
tences against the operators of the concentration camps were all right. 
Generally, that is about the way the sentiment runs: that the treatment 
given the generals was unjust. But even there you find the feeling is 
mixed. 

Mr. Couprrr. What about the people involved; are they going to 
be given another trial under your new set-up? 

Mr. McCrioy. They will not get a new trial, but in the criminal 
applications we are going to have a mixed-board set-up that will pretty 
well take the soreness that exists out of public opinion. 


REFUGEE PROBLEM 


Mr. Gary. What about the refugee situation? 

Mr. McCoy. That program is still serious as a result of the in- 
crease in population from the east zone. The west zone has increased 
by about 10 million following the inflow from the east, but it is being 
ameliorated. We have gotten the displaced persons out of the way. 
There is still an unemployment problem in Germany as a result of 
the influx of refugees, but when one considers that, even with that 
10 million, around 10 million added to the native population, only 
some 1.5 million are unemployed, it is not too horrendous a picture. 

The construction which the Federal Government is endorsing and 
which we have helped through counterpart is greatly improving the 
situation, and the general building situation and the general activity 
of industry help to absorb those people, although there is a large 
number of old and diseased people unemployed, and there will always 
be a problem along that line. There are today, unfortunately, very 
squalid conditions existing among some of the refugees. The situation 
is improving. The difficulty with the refugee situation is’ partly 
political. Where will these refugees go, politically? If they go with 
the radical group, it will be serious. With the tendency of the 
radical group to appeal to them, efforts have to be made, I think, 
by the Federal Government to offset the efforts that have been 
made, but because of this radical element there has been some difficulty 
amongst them, and in fact, so far, the SRP’s [Sozialistische Reichs 
Partei] have gotten to the refugees, politically. 


COUNTERPART FUNDS 


Mr. Gary. What about counterpart? 

Mr. MeCroy. I have talked about the $16,700,000 as being the 
amount of the request. Then we will have the so-called local cur- 
reney equivalent of $31,133,000, exclusive of Berlin economic-aid 
requirements, in deutschemarks. The total is $47,833,000, including 
both dollar appropriations and deutschemarks, as compared with 
the $104,903 ,000 we have had in fiscal vear 1952. 








86 


Mr. Gary. Exclusive of Berlin? 

Mr. McCuoy. That is exclusive of Berlin. I will come to that in a 
moment. That is our Berlin-aid program. 

Our aid for Berlin and the needs of Berlin, which is all covered by 
deutschemarks, will remain substantially as it was last year. 

Now, in this year, as in previous years, our local currency, the 
deutschemarks, was derived from several sources. One was occupa- 
tion costs. Our occupation costs will continue until the contracts 
become ratified, and thereafter we will have a share in the German 
defense contribution which was agreed upon with the so-called “three 
wise men” as Germany’s fair share, considering its capacity, of the 
European contribution to the over-all military needs. We will not 
use, however, in the State Department, deutschemarks out of military 
contributions. We will pay as we go on that, using dollar appropria- 
tions and our own local currencies, leaving available for the troops all 
the amounts which can be saved out of the German contribution from 
the costs of raising the German contingents themselves. 


GERMAN CONTRIBUTION TO TROOP MAINTENANCE 


Mr. Couprerr. While we are on this subject, if my recollection is 
correct, the net effect of the new contractual status is that we will 
receive less German contributions for the maintenance of our troops 
in Germany, substantially less. 

Mr. McCoy. That is correct. 

Mr. Covuprrt. The net effect of it will be an increased cost for the 
maintenance of our troops in Germany? 

Mr. McCuoy. Yes, because there will be a need to build up the 
German contingents. If you are interested in that, I can tell you how 
that operates. 

That was quite a difficult operation, as you can imagine. I think we 
have worked out a sort of sliding-scale arrangement which gives us 
the benefit of what they ought to be paying in this period at a time 
when they themselves cannot use the money because the curve goes 
up like this [illustrating], as you know, in all military appropriations. 
During that period we will share in it; and, as the Germans can use 
more and more of it for their own military contribution, we will get 
less and less of a share. 

So far as Embassy costs are concerned, we will relieve the Germans 
entirely of any occupational burden for that reason. We will pay as 
we pay in England, France, or elsewhere, out of dollar appropriations, 
but we do have counterpart funds from the aid program, and we do 
have certain revenues that we get—deutschemark revenue. 

Mr. Gary. Are they substantial sums? 

Mr. Stoner. About 3 million deutschemarks next year. 


SURPLUS-PROPERTY CREDITS 


Mr. McCroy. There is a substantial amount of revenue coming in, 
and we are requesting the right to draw down on the so-called surplus- 
property account. 

Mr. WiaGLesworrtnu. Is not that a request for the first time in this 
bill? 
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Mr. McCoy. Yes. We are requesting authority in this appro- 
priation to draw deutschemark payments from United States surplus- 
property credits in Germany. 

Mr. Gary. Do you have a table of those credits? 

Mr. Wotrer. The credits total $203,000,000. From that has 
already been allocated sums for MDAP and other purposes, and some 
for the Fulbright Act, which has not gone into effect but which has 
been committed, leaving a balance of approximately $175,000,000. 
That is a dollar debt with the agreement calling for the right to call 
down local currency against that dollar debt at any time we request it. 

Mr. McCroy. We have a gentlemen’s agreement on the side not to 
call that down in such a way that it will embarrass them financially. 
We will do it fairly moderately. 

I think that I should say, in connection with the use of counterpart 
funds, we control our expenditure of those funds precisely in the same 
degree and with the same rigidity that we do the dollar figure. As 
you know, beginning last year, we reported our deutschmark budget as 
well as our dollar budget. 

Mr. Gary. You control the expenditure of all the counterpart funds 
more or less, but do you get the 5 percent of the counterpart funds for 
your own use? 

Mr. McCoy. We have a larger right in Germany to use for our 
purposes counterpart funds than I think is generally so in other 
countries. Out of that we have reserves for Berlin for contingencies 
we may have to suddenly meet in connection with stockpiling or setting 
up an airlift, or what not, and that is 25 percent in respect to Germany, 
in addition to the usual United States of America 5 percent. We have 
the right to use 25 percent of the counterpart funds; whereas in other 
countries they only have the provision for 5 percent. 


REDUCTION IN FREE SERVICES 


Mr. CLEvENGER. Have we done something over there to ameliorate 
this condition of lush housing and overstaffing of our forces that 
seemed to irritate the Germans? Are we cutting down on that? 

Mr. McCuoy. Well, thereby hangs a tale. I felt for a long time 
we were living too lushly over there. You must bear in mind when 
we went in there originally we went as conquerors, and the idea was to 
take the biggest house on the biggest hill and set it up for the brass, 
and they established a scale of living that was high. Having done 
that, it is pretty hard to shake people loose from that standard of 
living. It is very difficult to reduce your standard of living when you 
are used to a higher standard. We had provision for a number of 
things that we would pay out of occupation costs that I did not think 
ought to be paid out of occupation costs; for example, free maids or 
servants. 

In the first place, you could get a servant for practically nothing in 
Germany, and at a fraction of what you would have to pay a maid 
over here, an infinitesimal fraction, but that was paid, such as it was, 
out of German occupation costs. 1 thought we ought to stop that. 
We did stop it. We got into a discussion with the Army about that 
and there was a good deal of publicity over it. There was never any 
question on the part of the Army of whether or not they were going 
to do it; it was just a question of when they were goiag to do it. Now 
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we have worked that out and we are making very substantial savings 
in that, so that we can really honestly go the Germans now and say, 
“We are only here on a defense basis.” 

Mr. CLevencer. I think that would be highly essential. 

Mr. McCoy. It was absolutely essential. Living infinitely better 
than the Germans is not a good thing. There were some things that 
were luxurious, necessarily so, and now there is no place for that. 
The Army has cooperated very well despite the newspaper publicity 
we have had, and I think the situation has been straightened out. 

Mr. CLevencer. Newspapers criticize me a lot of times in my 
home district, but [am still for them. It is a salutary thing, after all, 
to have a press. 

DEUTSCHEMARK FUNDS 


Mr. WiaGueswortn. The matter we were talking about before 
lunch of the deutschemark funds that are available and are expected 
to be expended has always been a little confusing to me, and I am 
not quite clear on the situation now. 

It is perfectly clear from the testimony this morning as far as the 
dollar request is concerned you want $16,700,000 as compared with 
$22,950,000 in the current fiscal year. 

[ am not clear what deutschemark funds are available over and 
above that and how many deutschemarks you propose to utilize in 
the fiscal year 1953. 

Mr. McCoy. The deutschemark equivalent of $31,C00,000 as 
against $82,000,000 that we asked last year. That $31,000,000 of 
deutschemarks we want to get from as many sources as are available, 
and there are several sources that are possible. One is the counterpart 
to the MSA aid. We do not know how much that is going to be this 
next year. It is still uncertain how much Germany is going to get, 
so that is an uncertain quantity. The only reliable source to which 
we can look at the moment is this surplus property fund, and therefore 
we ask for authority to draw down to that extent from the surplus 
property credit. Those are the properties that we sold and left in 
Germany after the war. The German Government bought them and 
has given us a credit for them. 

Mr. WiaaLesworrn. A year ago there was some confusion, but, 
according to the statement on page 261 of the hearings, over and above 
the $24,600,000 that you requested you anticipated receiving about 
$18,000,000, or the equivalent, from occupation costs. 

Mr. McCoy. Yes. 

Mr. Wiaetesworrn. And about $153,000,000 in GARIOA counter- 
part funds, ora total of about $195,000,000, or its equivalent, exclusive 
of ECA, which had not been determined at the time. 

Strictly speaking, occupation costs are to end? 


Mr. McCoy. Yes. 


SOURCES OF DEUTSCHEMARK FUNDS 


Mr. Wiacieswortu. What sources are available for the deutsche- 
mark funds that you want and from which this $31,000,000, or its 
equivalent, is to come? 

Mr. McCroy. Three possibilities: One from the .counterpart 
generated from whatever aid is voted us, or allocated to us. 
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Mr. Wiaciteswortu. Under MSA? 

Mr. McCuoy. Yes. 

Second, such balances on hand and such revenues as we generate 
through our own activities in Germany, such as the sale of newspapers 
and what not. 

Third, the surplus property credit. 

Now, of those the only sound one we can see at the moment is 
the surplus property credits of which there are $200,000,000-odd, 
and we want to draw down $31,000,000 in deutschemarks for our 
purposes. 

Mr. Gary. Those figures that you have just mentioned appear on 
page G-—1 of the justifications, do they not? 

Mr. Wotrer. That is correct. However, the German program 
figures are combined with those for Austria on this table. 

Mr. Gary. We will insert into the record at this point the table 
appearing on page G1. 

Mr. Woure. That $14,705,000 there from GARIOA counterpart is, 
of course, dependent completely upon dollar economic aid for Germany 
next year. If that does not materialize, or if it is materially reduced, 
then, of course, that amount would not be available. 


COUNTERPART FUNDS 


Mr. Gary. How much in counterpart funds do you have on hand 
now? 

Mr. Wo xre. It will be virtually committed on the Ist of July, in 
its entirety, so that the $14,705,000 you have there will be out of 
new counterpart if and when we get it. 

(The table referred to above is as follows:) 


Gove rope nt in Ort i¢ d areas De partn f nt of State fy eign currency 
U } ’ } 


Amounts becoming available pursuant to GOA appropri- 


ation acts (Public Law 759, 8ist Cong, Public Law 233, 82d 
Cong): 
GARIOA counterpart . ‘ $60, 583, S89 $28, 404, 600 $14, 705, 000 
Operating revenues 1, 175, 823 16, 879, 047 2, 149, 038 
High commissioner’s operating fund ; 18, 996, 666 
Surplus property cpedits_—_- ne 18, 866, 736 
ECA 5 percent surplus fund eau 944, 000 3, 295, 634 
Amounts becoming available pursuant to occupation 19, 383, 453 18, 986, 815 1, 022, 668 
Reimbursement from other accounts a ; ; 359, 869 188, 461 601, 519 
Tota] obligations incurred 5 . 82, 446, 734 87, 051, 223 37, 344, 961 


ESTIMATED DEUTSCHEMARK REVENUES 


Mr. WiaeLteswortu. Do IT understand there are no GARIOA 
counterpart funds available for the fiscal vear 1953? 

Mr. Woirr. There are none. They will have been committed. 

Mr. WicGLteswortH. Exhausted? 

Mr. Wore. That is right. 

Mr. Wiae_esworrn. You do not know what vou are going to get 
under MSA? 

Mr. Wourr. IT have no idea. 
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Mr. WicGLeswortu. What is your estimate of deutschemark 
revenues from your newspapers and so on? 

Mr. Wotre. Approximately 3,000,000 deutschemarks. 

Mr. WicGLeswortu. And surplus property credit is $200,000,000 
in deutschemarks? 

Mr. Wotre. $200,000,000 worth of deutschemarks available. 

Mr. WiecGiesworrH. Roughly 800,000,000 deutschemarks? 

Mr. Wotrer. That is right, sir, and our requirements for deutsche- 
marks next vear will be 127,000,000, exclusive of the Berlin economic 
aid. 

Mr. Gary. If you did not get the economic aid, you could still 
draw more heavily on the deutschemark funds? 

Mr. Wotre. That is right. 

Mr. Gary. On the surplus? 

Mr. McCuoy. That is right. 

Mr. WicGteswortH. Over and above your dollar request, you 
want 127,000,000 deutschemarks, which in the dollar equivalent is 
$31,133,000? 

Mr. McCuoy. That is right. 

Mr. WiaGieswortu. Well now, what about the Berlin aid picture? 

Mr. McCtoy. I said exclusive of Berlin. When I said “exclusive 
of Berlin,” I meant only exclusive of economic aid to Berlin. All the 
other expenses that are involved in Berlin are included in our budget. 

Mr. Wiaateswortn. When you say economic aid to Berlin, is that 
not your program? 

Mr. Wotre. That is our program. It is the work-relief program, 
the investment program, and certain stockpiling. 

Mr. WieecLeswortxH. How much are you going to require for that? 

Mr. Wore. 335,000,000 deutschemarks. 

Mr. McCtoy. That is to keep the city going. 


TOTAL DEUTSCHEMARK REQUEST 


Mr. Wiecieswortn. So, if you add those two together you get 
462,000,000 deutschemarks for your total fiscal year 1953 require- 
ments, and that you propose to acquire from one of three sources 
that you have named—the MSA source being still subject to allo- 
cation after the funds are made available to MSA. 

Mr. Wo re. Correct, sir, and we hope from the MSA program to 
meet the Berlin requirements, the economic deutschemark require- 
ments, and some of our operating requirements. 

Mr. Wiae.eswortn. Roughly speaking, then to get an over-all 
dollar equivalent, we must add $16,700,000 to roughly a $115,000,000 
equivalent? 

Mr. Wo tre. For the entire German picture, except for the MSA 
program in the Federal Republic (not including Berlin). 

Mr. Wieeiesworts. Which would give you a dollar equivalent 
of about $131,700,000 over all? 

Mr. Wotre. Yes. 

Mr. Wiceciesworrn. Is that comparable to the figure of $195,- 
000,000 in this fiscal year, or was that an estimate, and did you in 
fact spend less than that? 

Mr. Wore. That was an estimate last year, including the Berlin 
aid program. Now, I might correct one thing here, Mr. Wiggles- 
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worth. Of the 335,000,000 deutschemarks, that will be financed to 
the extent of about 190,000,000 deutschemarks out of the counterpart 
that is being generated this year. 

Mr. WiaGcieswortu. In 1952? 

Mr. Wotre. In 1951-52. May I correct those figures? I said 
190,000,000 deutschemarks out of the counterpart that is being gener- 
ated this year. I should have said 115,000,000 out of this year and 
220,000,000 out of next year. 


GENERATION OF MSA COUNTERPART 


Mr. WiaGLeswortu. If that be true, should not we put in a fourth 
source of 115,000,000 deutschemarks from MSA counterpart? 

Mr. Wotre. That is all MSA counterpart, sir. 

Mr. WiacieswortnH. That is available regardless of the allocation 
you get in 1953, is it not? 

Mr. Wotre. That is right. The dollars out of this year’s fund have 
already been allocated and the 115,000,000 deutschemarks are being 
generated now. 

Mr. Gary. From MSA funds? 

Mr. Woure. MSA funds. 

Mr. Gary. And does not come in here at all? 

Mr. Woutre. That is right. 

Mr. Gary. That is for the relief of Berlin? 

Mr. Woxre. That is right. 

Mr. Gary. In addition to that, the MSA is asking for funds for 
the relief of Berlin for the fiscal year 1953? 

Mr. Woure. MSA is asking for economic dollar aid, for all of 
Western Germany next year. From that dollar economic aid the 
counterpart will be generated. Part of the counterpart, or 220,000,000 
deutschemarks of it for next year, will be used for the economic aid of 
Berlin. Economic aid, investment, working capital, and the stock- 
piling of Berlin is what it will be used for. That is the Berlin picture. 

The High Commissioner operation that we are requesting here, 
exclusive of Berlin, amounts to $47,000,000, Mr. Wigglesworth, that 
you were discussing, the $16,000,000 and the $31,000,000 in deutsche- 
marks. 

TOTAL DEUTSCHEMARK NEEDS 


Mr. WiacLtesworts. What I am trying to get is an over-all picture 
here. From what you say I would suppose there are four sources of 
deutschemark funds available for utilization in the fiscal year 1953. 

Mr. Wotrs. That is correct, sir. 

Mr. Wiaeieswortu. The MSA source for 1953, which is as yet 
unknown; an estimated $200,000,000 or 800,000,000 deutschemarks 
from the surplus property credit, if that is authorized; 3,000,000 
deutschemarks from your revenues; and 115,000,000 deutschemarks 
counterpart funds from 1952 MSA aid? 

Mr. Wotrr. The DM 115 million refers only to the Berlin aid 
program. May I correct one thing? 

With regard to the 800,000,000 deutschemarks, it is true the dollar 
debt of Germany to the United States is $200,000,000, or eight- 
hundred-million-odd deutschemarks, and we are requesting 127,000,- 
000 deutschemarks of that 800,000,000 deutschemarks. 
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Mr. Parker. Congressman Wigglesworth mentioned the sum of 
$195,000,000 that was in the last year appropriation hearing. There 
was a difference in what we now propose. I think the difference is 
made up of the fact that the money has already been programed in 
the fiscal year 1952 and is not available for programing in the 1953 
program. Does that clarify that? 

Mr. Wice_eswortH. You have 918,000,000 deutschemarks in sight. 
exclusive of 1953 MSA for use in the fiscal year 1953? 

Mr. Woure. Assuming, sir, it would be possible to draw down from 
the German Government the entire 800,000,000 deutschemarks, which, 
of course, you cannot draw against 1 year’s payment. 

Two hundred million dollars is an actual figure, but you cannot draw 
it down in any one year. 

Mr. WiaGLteswortH. How much can you draw down? 

Mr. McCrioy. What the German economy enables us to draw 
down. It is a matter of negotiation. We have an agreement with 
them that we will not draw it down in such a way as to embarrass their 
fiscal situation, and we are quite sure that we can draw down $31,000,- 
000 of it without embarrassing them, but probably not much more. 

Mr. WiaeLteswortnH. $31,000,000? 

Mr. MeCroy. Yes, 127,500,000 deutschemarks. 

Mr. WicGLtesworrn. You propose to use all of the 3,000,000 
deutschemarks that you estimate will be coming from revenue, and all 
the 115,000,000 deutschemarks of counterpart funds from 1952 MSA 
funds, and what part, if any, of the counterpart from 1953 MSA funds? 

Mr. MeCroy. 200,000,000 deutschemarks for Berlin. That goes 
for investment, working capital, and stockpile. 

Mr. WiaeLteswortu. Aside from this surplus property credit item, 
when you have an allocation from MSA for the fiscal year 19538, will 
you not have available more than you require for your deutschemark 
expenditure in 1953? 

Mr. Woutre. No, sir. Once we know the allocation of dollars, we 
will not. Remember, most of the counterpart fund regular MSA 
legislation goes directly back into the investment program. For 
Berlin and our operations in Germany there is special legislation 
under the MSA Act which permits us to draw down what is an addi- 
tional 25 percent over and above the 5 percent. The 70 percent goes 
back into the regular investment MSA program in Germany and is 
not available for the operations of the High Commissioner, or for 
these items of work relief, and stockpiling in Berlin. 

Mr. McCroy. Let me point out that 70 percent is a very important 
element in the military build-up of Germany. That is to go for the 
supply of materials, or the manufacture of equipment for the German 
contingent to the European Army. 

Mr. WiaGLeswortnH. Let me try to get this straight off the record, 

(Discussion off the record.) 


EMERGENCY RESERVE FUNDS FOR BERLIN 


Mr. McCuoy. I would like”to have this on the record: I want to 
stress the importance of our having just as much as we can in an 
emergency reserve account to take care of our Berlin situation. If 
we had to mount an airlift we would have to do it quickly and locate 
the money rapidly, and it is very expensive. We may want to under- 
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take other measures to preserve the freedom of the city and the welfare 
of the people there. That is an uncertain amount. In the past we 
have had such large amounts of counterpart aid that this was a 
problem we never needed to worry about, but now, as the aid is 
diminishing, we find that we have to scrape the barrel and that 
stresses the importance of our being able to draw down from a certain 
fund, such as the surplus property account, the amount we need for 
our day-to-day operations. Anything else we can get we would hold 
beyond our program for investment aid and other aid to Berlin for 
emergency purposes. 

Mr. Wiacieswortnu. Off the record. 

(Discussion off the record.) 

Mr. McCuoy. Off the record. 

(Discussion off the record.) 


LIMITATIONS OF DEUTSCHEMARK FUNDS 


Mr. WiaeLteswortH. Do | take it from what you say you would 
not look with favor at a limitation on the deutschemark expenditure? 

Mr. Wotre. That is correct, sir. 

Mr. Wiae.eswortu. What is the total? What would be the maxi- 
mum that you could hope to draw if you had to against the $200,- 
000,000 surplus credit? 

Mr. Wore. The maximum would be this $31,000,000 under present 
conditions, except in an emergency such as Berlin. 

Mr. Wiaeteswortu. That is your estimate of the maximum that 
can be drawn under any condition in fiscal 1953. 

Mr. McCroy. I think we would be lucky if we get that. It is 
extremely important that we have no limitation on our deutschemark 
sources because you have to maintain flexibility during this critical 
period. 

Mr. Wiaaieswortu. So that the leeway of the reserve, as I think 
you call it, would be equivalent to 3,000,000 deutschemarks estimated 
revenues and whatever you get in these counterpart funds out of MSA? 


DEUTSCHEMARK RESOURCES AND EXPENDITURES 


Mr. McCuoy. Mr. Chairman, I wonder whether it would not be a 
good idea for us to give you a statement of our operating cost in 
dollars and deutschemark and a statement of the sources of our 
deutschemark all in one budget. It might clarify this. 

Mr. Wiaaiesworru. I should think that would be helpful. 

Mr. McCoy. We can put that in a very short statement and we 
can be quite clear where it all comes from. 

(The information referred to follows:) 
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TaBiE I.—HICOG deutschemark resources and expenditures, fiscal years 1951-58 
[Expressed in dollar equivalents at 4.2 deutschemarks to the dollar] 





| 
| Estimated, 
1951 | 1952 1953 





Resources: 
Balances available from Fahad | a ae ror 
Amounts becoming available during current year: 
aver UNMUINENININEN os do aie ign waaneasesu es 
GARIOA counterpart: 
From GARIOA program 


From 25 percent ECA-MSA counterpart aS 


HICOG operating revenues -_-__- ae: - 
High Commissioner’s — SR AS 
Occupation costs..__..- a Se NE 


Total resources. -. -. thd ae as 
Expenditures: 


Assistance to Berlin and other economic aid eetinti 
HICOG operations - - - lad, A Row oe : 


Total expenditures __.._..__.....- Ce, ey PB aang SD 


Unexpended balance available for subsequent years. _- 


....| $31, 400, 000 | $177,300, 000 $63, 100, 000 




















sina a lana cls | i eke eae 21, 300, 000 
| 900,000,000 7,800,000 |. 
"| “96, 200/006 | 22) 200, 000 |” 1 28, 300, 000 
6,100,000 | 3, 200, 000 700, 000 

Sh Beemer 19; 000, 000 a 
= od 19, 300,000 | 19, 000, 000 1, 000, 000 
| 373,000,000 | 248, 509,000 | 114, 400, 000 

in = = ier mere vee 
115,800,000 | 103,500,000} 83, 300, 000 
79,900,000 | 81,900,000 | 31, 100,000 

___.| 195,700,000 | “185, 400,000 | 114, 400, 000 
fl uasen | 63, 10,00 TS a 


! Based on estimated 1953 MSA assistance to West Germany of $113,000,000, which is obtained iby natives 
congressional reduction of the MSA authorization on a straight percentage basis to the original illustrative 


assistance figure of $160,000,000. 


GOA deutschemark requirements 


deutschemarks to the en 


| 


Comment 











TABLE IT.—Financing of fiscal year 1953 
{Expressed in dollar equivalents at 4.2 
: Sey Mei c ae USS TRAD LEDETS 
Item | Source of funds | Amount | 
| ot tet 
HICOG-Embassy  opera- } 


| 
! 
tions. } 
| 
{ 


| GARIOA counterpart (25 

| percent of counterpart | 
generated by fiscal year | 
1953 MSA assistance to 
Germany). | 

HICOG-Embassy  oper- | 
ating revenues. 


| 
Occupation costs___- nea 
| 


A | 6 i a ee ee ee ee eee 
Embassy opera- 
tions. 


Berlin requirements | GARIOA counterpart 
financed through GOA. (carry-over). 

GARIOA counterpart (25 
percent of counterpart 
generated by fiscal year 
1953 MSA assistance to 
Germany). 








Subtotal, Berlin re- |__.-- = at | 
quirements financed 
through GOA. | | 


Total, GOA deutsche- | : 
mark requirements. | | 


' 
' 
' 
' 
' 
‘ 
' 
' 
' 
' 
’ 
‘ 
' 
' 
' 
' 
' 
' 


Surplus property credits__| ! $21,300, 000 Funds from this source will equal 


total requirements less funds 
available from other sources, 
and may be as high as 
$31,000,000. 
18,100,000 | No assurance that this amount 
| actually will be available. 


| 
700,000 | Estimated fiscal year 1953 reve- 
| nues from HICOG-Embassy 
| operations. 
1, 000, 000 | 


Occupation costs end when con- 
tractual arrangements come 
into force, date unpredictable. 

31, 100,000 | 


| 
| 


100, 000 | | Available. 





63, 
20, 200, 000 | No assurance that this amount 
actually will be available. 


“14, 400, 000 | 





1 These amounts differ from the amounts included in the “green sheets” previously submitted to the 
Congress because, since those green sheets were prepared, congressional action on the MSA authorization 
has necessitated a reduction in the MSA 1953 illustrative assistance figure for West Germany. 

2 Does not include Berlin requirements financed from regular MSA counterpart. 
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Mr. WigGLesworru. And for the sake of comparison, the dollar 
figure for 1952 vou have given us, $22,950,000. What is the com- 
parable deutschemark? 

Mr. Woure. $82,000,000 worth of deutschemarks. 

Mr. McCioy. $82,000,000 worth of deutschemarks as against 
$31,000,000. 

Mr. WiaGLteswortH. Well, I guess, to get the complete picture we 
shall have to wait until MSA is before us and then combine its figures 
with what you have given us here. 

Mr. Woure. Yes; we have to wait until the actual allocation of 
dollars and even then the allocation of dollars throughout the year 
may suddenly come down, depending on the economic situation at 
that time. 

INCREASED COSTS RESULTING FROM TREATY 


Mr. WieGiteswortu. To what extent is vour expenditure increas- 
ing, if any, as a result of the recent treaty revision? 

Mr. McCrioy. There will be some new agencies set up under the 
conventions. ‘There are some arbitration boards, mixed commissions 

a commission set up to dispense clemency in connection with the 
war prisoners. There is the general arbitration court and agreement. 
There is the mixed court on restitution claims. 

Mr. WiaGueswortrn. And the allocation of occupation costs. 

Mr. McCroy. That will all result in deutschemark demands which 
would be in addition to what one would expect in a normal embassy 
but it is all covered by the request for $31,000,000-odd in deutsche- 
mark? 

PERSONNEL FOR BOARDS, COMMISSIONS, ETC. 


Mr. Wigeieswortrnh. You have not got a figure for the new 
agencies? 

Mr. Woure. There are about 130 people that will be involved 
part time or full-time in the boards, committees, commissions and 
tribunals, ete. 

Mr. WiraGiesworrn. 130? 

Mr. Wore. 130 part time and full time. Full time people amount 
to about 30 and the part time which will be absorbed by our staff 
in addition to their other duties amount to about 100; 130 people. 
For this coming fiscal vear there will be about 330 engaged in non- 
embassy functions, courts and general counsel, travel control abroad, 
the Berlin element, the Eastern element and the tripartite activities. 

Mr. WiaateswortH. Well, Mr. Chairman, I notice it is 3:10. 

Mr. Gary. Have you finished with Mr. MeCloy? 

Mr. Wiaeteswortu. I have finished on this particular item. I 
think you might as well let him go, because I know he wishes to get 
away. 

Mr. McCoy. I will be around if this goes over to the first of the 
week. 

Mr. Gary. I hope we ean finish this up this afternoon. 

Mr. MeCnoy. I think it is all figures from here out. 

Mr. Gary. And if we need vou any further we will call you. 

Mr. McCroy. Thank you very much. 


20806—52——-7 
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Mr. Gary. Thank you, sir. We are glad to have had vou before 
the committee. ‘ 

Mr. McCuoy. Off the record. 

(Discussion off the record.) 

Mr. WieeLeswortn. Off the record. 

(Discussion off the record.) 


Conpvuct oF RELATIONS 


’ 


Mr. Gary. The next item is ‘Conduct of relations’? which is 


summarized in table 3 on page 53. We will insert that page in the 
record, 
(The matter referred to follows: ) 
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Mr. Gary. It appears from this table that you had a grand total 
of 907 employees in 1951; 712 in 1952; and 430 in estimate for 1953. 
Mr. Parker, are you going to discuss this, or Mr. Riddleberger? 

Mr. Parker. If it is all right we will parcel these questions out. 


OUTLINE OF PROGRAM 


Mr. Gary. Will vou give us an outline of this program now and 
what these funds are to be used for? 

Mr. Parker. The biggest and the permanent part of Conduct of 
Relations is vour continued relations with the German Government, 
which is a normal embassy activity. In addition, we have approxi- 
mately 80 positions which may very well be liquidated before the end 
of 1953. They include some of the activities which Mr. MeCloy 
mentioned just before he left. And in addition, possibly, some activi- 
ties in the broad part of this mission—this group—will be activities 
in addition to normal Embassy activities and which may be on a con- 
tinuing basis beyond the present fiscal vear. 

Mr. Gary. These activities will continue after the ratification of the 
agreement? 

Mr. Parker. Particularly the tribunals that were spoken of and 
other tri-partite activities. We will have to keep up certain work in 
connection with our allies which normally would not be a part of the 
Embassy. 

Mr. Gary. And you are requesting $4,084,464 for that program 
this next year? 

Mr. Woxurr. Some of the activities will depend on the date of 
ratification. If ratified the Ist of August some will go out this vear, 
fiscal year 1953. If the Ist of February they will have to carry into 
the next fiscal vear. 

Mr. Gary. The next item is your summary of political affairs. 

Mr. Wigetreswortn. May I ask one question there, Mr. Chairman? 


NONSALARY EXPENSES 


I notice that personnel requested is about 40 percent less than the 
current fiscal vear; but when I look at the nonsalary expenses, such 
as travel or general operating expenses, the decrease is substantially 
less than the decrease in personnel. 

Mi. Woure. Yes, sir. 

Mr. Wiaeieswortrn. You have a decrease of about 20 percent in 
travel and—— 

Mr. Wourr. That is explainable in two ways. Ons, because the 
key individuals are the ones who do most of the traveling and there 
fore we cannot reduce travel in same proportion as personnel. Another 
reason is that we will be paying full rates in Germany instead of con- 
cessional rates that we have had in the past; and the third is the in- 


crease in transportation costs. 
9 


Mr. WiaGtesworrn. How about general operating expens s? 

Mr. Wo.rer. The general operating expenses are principally based 
on the increased cost of those operating expenses. 

Mr. WiceieswortH. How accurately have you compiled these two 
figures? 

Mr. Wotre. We have computed them on the basis of specific 
requirements in these respective fields whether it be communications, 
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supplies, or materials. It is all broken down at page 115 and beyond. 
You will find the nonsalary expenses broken down into considerable 
detail. 

Mr. WiaeiesworrH. Well, travel is not broken down there. Is it? 

Mr. Wotre. Yes, sir. Page 119 is administrative travel. Travel 
and home leave and in this particular category we will probably be 
having a larger number of separation cases proportionately than in 
the others as these programs liquidate. 

You will find on page 117 our total travel and home-leave expense. 
There is an explanation of it at pages 118 and 119. 

Mr. WicGLeswortnu. Consultation trips to the United States—55 
round trips? 

Mr. Wotrer. That is based on experience and the requirements. 

Mr. Wicetesworrts. Is that applicable to the 940 personnel? 

Mr. Wourr. This is about a one-third reduction. Yes, sir; 76 
trips this vear and we are requesting 55 next year. The computation 
to give you a breakdown, Mr. Wigglesworth, on trips to the States 
the High Commissioner’s immediate staff, 10 trips; 3 political affairs; 
3 economic affairs; 4 from intelligence; 2 on military security; 15 on 
public affairs; and 4 on administration, and so forth. 

Mr. Wieeirsworrn. This over-all table, page 53, is really what 
you picture as an Embassy set-up under the direction of the High 
Commissioner. 

Mr. Wore. It is the Embassy set-up plus these non-Embassy 
functions. If we did not have these non-Embassy functions 
particularly in respect of this related activity it would decrease. 

Mr. Wiaeresworrrn. How much? 

Mr. Wore. Between 150 and 200 personnel. 

Mr. Wiectesworrn. All right, Mr. Chairman. Off the record. 

(Discussion off the record. ) 


COURIER FLIGHT COSTS 


Mr. Gary. 1 notice in your courier flights, particularly on page 
120, you say: 

Because of the isolation of Berlin within the Soviet zone and the inadequacy of 
railroad transportation, official State Department traffic between Berlin and 
points in Western Germany is normally carried on Air Force courier flights A 
daily flight is provided by EUCOM at a reimbursement rate of $675 per day. 
The increase in 1953 results from an increase in the charge made by EUCOM. 

Isn’t that pretty expensive? 

Mr. WicGteswortn. What page is that? 

Mr. Gary. Page 120. 

Mr. Woure. Off the record. 

(Discussion off the record.) 

Mr. Wourer. On the record. 

We earry courier flights into Berlin daily and we reimburse the Air 
Force for these flights. That goes back into miscellaneous receipts 
not necessarily into the operation of the Air Force. We feel that it 
is absolutely essential. Our people in Berlin are isolated. We feel 
that to get them out individually as often as we can is the right thing 
to do. The trains have been known to have suffered considerable 
harassment. It takes a long time to use a train. By the courier 
flights they can come out for a week end. But principally we use it 
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for official business. We use it to take our people to Berlin. It is 
about a 12-hour trip on the train. 

We use it to bring the officials out of Berlin. As an example, every 
2 weeks at least General Mathewson and the Director of the Berlin 
element, Mr. Lyon, come to Bonn for the regular staff meetings. 
They leave in the morning and go back in the evening. 

Mr. Gary. I am not questioning the need but the $675 per day 
which seems somewhat high. Does the increase in the charge for 
1953 result from an increase in the charge made by EUCOM? 

Mr. Woure. The Air Force establishes the rate of the plane. 

Mr. Gary. What have you been paying? 

Mr. Woure. $460.50 per day. Then they increased it to the $675. 

Mr. Parker. This is a joint payment. We pay just our part, 
and commercial rates for commercial flights to Berlin are very con- 
siderably in excess of twice that sum. 

Mr. Wotrr. We bear half the cost of Air Force operation to and 
from Berlin. Off the record. 

(Discussion off the record.) 

On the record. The price is set by the Air Force. 


Puspuic Arrarrs AcTIVITY 


Mr. Gary. The next item is ‘Public affairs activity” and a summary 
of that appears on page 73 in table LV. 

Mr. Parker. Of course, gentlemen, you have heard Mr. McCloy 
on that. 

Mr. Gary. We will insert this page in the record at this point. 

(The matter referred to follows:) 








“Summary of public affairs activity 
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Mr. Parker. Mr. McCloy dwelt some time on the importance of 
the public-affairs program. But to bring you directly on to our work 
there I think Mr. Stone could effectively make a statement and 
answer questions. 

Mr. Gary. Could you briefly summarize the work you are doing 
and what this money is being spent for, Mr. Stone? 

Mr. Srone. Public affairs in Germany has three main targets: 
First of all, the Western German people; second, Berlin and East 
Berlin; and third, a large target of the east zone of Germany. So, 
it is a wide effort and beyond work on any one community. We work 
in various fields as Mr. MeCloy has described them—the information 
field, the radio station, the German radio stations, and with German 
newspapers, and we publish our own newspaper and magazines. 

On the cultural side we have this program of exchange—exchange of 
Germans from Western Germany and Berlin to. United States. We 
work with all types of German organizations—university and school 
groups, Women’s organizations, labor organizations, youth organiza- 
tions work to achieve the goals Mr. MeCloy spoke about. 


YOUTH PROGRAM 


Mr. Gary. Does the youth program come under this? 

Mr. Srone. Yes. Under public affairs. We work with our political 
people very closely on things we want to get over into the East zone 
of Germany. By radio, and also you see this tiny newspaper here to 
get it into the east zone. It covers the whole area of what people are 
thinking about and we try to influence their minds. 

Mr. Gary. Very briefly, what type of work are you doing in this 
youth movement? 

Mr. Stone. So far as exchange is concerned, we have 400 youngsters 
who come to the United States. 

Mr. Gary. Is that exchange under this program? 

Mr. Svonr. Yes. The teen-agers. That is the table on page 100 
in my book Number of Exchangees, at page 100. You will notice as 
you go down various items, education, youth leadership—then you 
come to students. This year’s students we are planning to put under 
the Fulbright program. These teen-agers—all these come down 
below. 

In the various other fields whether political or cultural, we try always 
to have young people in the program. We work a great deal with 
youth organizations in Germany and in the vouth homes of Germany. 
We have direct contacts and help to train the vouth leaders in Ger- 
many. We played a large role last year in the city of Berlin during 
the youth festival and met the voungsters when they came over from 
the east zone and they received much of the material we prepared 
for them. There is no area in Germany’s society where we do not 
work with youth. 


EXPANSION TO BRITISH AND FRENCH ZONES 


Mr. WiaGLesworrn. I notice in your statement at page 77, “in 
addition to putting added strength in the British and French zones to 
achieve our objectives’’—what does that mean? 

Mr. Stoner. You mean the wording? We take in the British and 
French zones. 
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Mr. Parker. We have increased the program to a West German 
one rather than just confine it to the United States zone. 

Mr. WicGLteswortnH. Do we do that exclusively or in cooperation 
with the British and French? 

Mr. Sronr. We work very closely with the British and French but 
the British in particular want us to expand all over Germany—to set 
up in the Hamburg and in the Ruhr area of the British zone. We put 
an Amerika Haus in the city of Essen to get American representation 
before the workers in the most strategic area of Germany. That is in 
the British zone. The head of the German trade-union movement 
opened it. That is what we mean by spreading all over Germany in 
our efforts. 

Mr. Woure. You might be interested in looking over these two 
charts. 

Mr. Parker. That is representation in our own zone. 

Mr. WiaGiteswortx. Do the British and French finance this work? 

Mr. Srone. Not our work. They do finance their own. We 
have the Amerika Haus and the British have the British Die Bruecke 
in many cities. They have more of those places in their zone than 
we do. Weare hitting the main target cities and areas in their zone. 
But the French and British carry on a very active program. Some- 
what along lines like our own. 

Mr. WiaateswortH. And we are in fact relieving them of work 
they might carry on in their respective zones? 

Mr. Srone. [ do not think so. These are our own programs. 
What we are doing is expanding this work because the German people 
look upon the Americans as the bulwark of the operation; at Hamburg 
and Essen our work is something added; it is not to relieve the British 
but to give more substance to the whole area. 

Mr. Wieciteswortu. It has never been suggested that they should 
contribute financially? 

Mr. Sronn. They take care of their own installations. Certainly 
we have not asked them to contribute to ours. They would not 
contribute to an Amerika Haus and we would not contribute to theirs. 
There are instances where we are all trying to work tegether—British, 
French, Americans, and Germans—Nuremburg, for example. 

Mr. WiaGieswortH. Do they have facilities in our zone—either 
the French or the British? 

Mr. Srone. The British do. 

Mr. Wiaeitesworrn. For public affairs activities? 

Mr. Sronr. Yes. 

Mr. WiceteswortH. And you say the MSA information program 
has been integrated with the regular public affairs program? 

Mr. Srone. Yes sir; we have worked out an agreement with MSA 
so that the head of public affairs becomes both, and I carry both the 
title of public affairs officer and MSA information officer. 

Mr. Wiaetesworrn. Does that mean that the request for funds 
covers the integrated services or that MSA will provide additional 
funds for this work? 

Mr. Wourr. They provide 5 positions from the MSA appropria- 
tion to this. 

Mr. Wiaciesworrn. That is all? 

Mr. Wotre. Yes, sir. Naturally, sir, they also pay for the publi- 
cations that we put out under the MSA. 








104 


FIELD CENTERS 


Mr. WiceLeswortn. You say that within the consular districts 
in Germany there will be field centers—are they branches of the 
consulates? 

Mr. Srone. Administratively they come under the consulates— 
but these field centers come in with the exit of the resident office 
program. There still are strategic needs in Germany. We therefore 
decided to have 14 regions and attach to them 38 branches covering 
the west zones of Germany in the Federal Republic and Western 
Berlin. They come administratively under the consulates but work 
with the Office of Public Affairs in Bonn so far as policy is concerned. 

Mr. Wicciesworrn. How large a personnel would these have? 

Mr. Srone. In small regional centers you have five to seven. The 
public-affairs officer, the information man, the press man, exhibits 
man, and cultural man. In a larger city in the American zone in 
Germany we are coming down from larger set-ups. There are some 
larger, but eventually they will all be about one size. 

Mr. Wicc.tesworrn. Do you contemplate that the maintenance of 
these centers will also be welcomed by the German people? 

Mr. Stone. Yes. In anticipation of the change-over we have had 
many talks with the leaders of German political parties including the 
SPD. In every case they have not only asked us to continue these 
activities but we get all kinds of requests to extend them. Many 
German cities want Amerika Hiéeuser. We have only 14. We have 
requests from several cities, from many politicians and leaders of the 
German parties to extend our activities. I assume there might be the 
occasional criticism but it is nothing compared to the demand we have. 

Mr. Wiccieswortu. Off the record. 


PERSONNEL AND AVERAGE SALARIES 


Mr. WicGieswortn. On the reco-’ 

You have a reduction of personnel h. re of about 40 percent? 

Mr. Srone. We have a reduction of 246 people. We had 551 
Americans as of last year. Fiscal 1953 we come down to 305. 

Mr. WiGGieswortn. | notice the average salary is pretty near 
$7,000. This looks very high. 

Mr. Parker. $6,200 for all activities. I think. 

Mr. Wo.re. $6,290, I believe, over all. 

The average salary in Public Affairs is $6,681. 

Mr. WiceieswortH. The man-vears, 288; $1,952,394. That is 
about $7,000 per man-vyear. 

Mr. Stone. Might I sav something off the record? 

(Discussion off the record.) 


REPRESENTATIONAL ALLOWANCES 


Mr. Gary. On the record. What is the reason for that large 
increase in representational allowance? 

Mr. Stone. What gp stl 

Mr. Gary. Page 73, from $1,200 to $2,190. 

Mr. Sronr. As we Awad up these regional centers, we had to give 
some representation to the American public affairs head of the office, 
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for example, in Hamburg and in other places. It does not work out 
to very much for an individual office. It is about $150 a year for 
each of the major centers. It would actually be around $125. 

Mr. Gary. What is that representation allowance? 

Mr. Parker. The head of the office in Stuttgart or Munich would 
have to entertain and talk over important matters with the publishers, 
editors, heads of radio stations, and chief members of the parties. 
They are all interested, and he does a lot of his business that way. 


COORDINATION OF VOICE OF AMERICA PROGRAM 


Mr. WiGGLeswortH. On page 88 I notice you say that— 
Coordination is provided for the German language Voice of America (VOA 
programs. 

Will you elaborate on that? 

Mr. Stone. Every day we have this two-way hook-up with the 
Voice of America in New York so they will have the latest information 
‘on what is going on in Germany in the Federal Republic and in the 
east zone. We feed that to them so when they make their statement 
of news and commentaries from New York and Washington they 
will have the benefit of bemg up to date and VOA is much more 
effective by being immediate. 

Mr. WiaeLesworrn. Are you broadcasting in the same territory 
as the Voice of America is broadcasting? 

Mr. Stone. Yes; we relay the VOA into our areas. RIAS, which 
is on the air 24 hours a day, carries each day 1 hour of the Voice of 
America programs. We pick them up by short wave and we re- 
broadcast them in Germany. In addition to that the German 
stations, which are independent stations, have close relations with us. 
They pick up a 15-minute program each day and the Federal Republic 
gets Voice of America from German stations and RIAS carries VOA 
out into the east zone and to the eastern German people. RIAS 
carries more VOA than the German stations because it is our station. 


EXCHANGE OF PERSONS 


Mr. WiaGLteswortn. You have $5,000,000 roughly for exchange 
of persons. How many people does that contemplate? 

Mr. Sronr. How many people? We are providing in the coming 
year for at least 2,400, 1,950 on the total regular program plus 455 on 
the Fulbright program. We have not started it yet. It is now being 
discussed with the German Government. 

Mr. WieGLeswortsH. 1,950 Germans coming to this country? 

Mr. Sronr. 1,788 Germans, if you look in the first column, going to 
the United States; 162 Americans coming into Germany, making a 
total of 1,950 under the total program. 

Mr. Wiaateswortu. Here again I notice that your reductions for 
travel and general operating expenditures are very much less percent- 
agewise than your reduction in personnel. I am looking at page 73. 

Mr. Worn. The same reasons apply there as apply to the Conduct 
of Relations outfit. 

Mr. Cievencer. Is that exchange of persons in addition to the 
program covered by the State Department? 

Mr. Stone. It is our part of the program. 
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Mr. Ctevencer. That is almost as big as the program in the 
State Department. 

Mr. Stone. It is one-third of the program. The State Depart- 
ment does all the backstopping for us with the Germans coming to the 
United States but the appropriation is covered here. The State De- 
partment takes care of these people when they come here; places them 
throughout the United States; and looks after them on the way back. 

The German program is about one-third of the total program of the 
exchange of persons. 


SCREENING OF EXCHANGE PERSONS 


Mr. CLtevencer. We have had that program even from the satel- 
lite states Where we brought young Communists here. We took them 
all over the country. They were Communists when they came. Who 
screens them? 

Mr. Stone. They must be screened, and I know of no Communist 
who ever came from Germany to this country. They are screened by 
a local board and by our own people. Many have to go through many 
competitions and the leaders are screened through — our intelligence 
agencies so that there will be no Nazi with a er iminal record and young 
Communists are eliminated—thousands and thousands of people. 
We have been fortunate that most of the leaders of Germany of all 
faiths were in the various organizations of Germany—the press and 
the radio—have all been very anxious to come. 

Mr. CLevencer. Who are these Americans you are sending over 
to Germany? With the number of personne] we have, why is it 
necessary to go out and search for more? : 

Mr. Sronr. They are leading people in professions, and they meet 
with great German organizations and thereby can frequently have 
more impact than the one German who goes to the United States 
can have. But in many cases it is necessary for an American leader 
in the field to have an impact on the whole area in Germany. Some 
are in the field of education; others in politics, political science, some 
in the newspaper and radio fields. It is a two-way proposition. 

Mr. Ctevencrer. The reason I asked is they have a mysterious 
way of turning up later. Communists build a fire in this country. 
They come over at public expense, and they come as propaganda 
agents to travel all over this country. It is amazing how much of this 
propaganda is done in America. 

My thought is we have got to the point in America—in my own 
county this budget this year costs $605 for every man, woman, and 
child in the country—S$2,240 per family. How much more cost can 
we pile on the people before we break their backs? These people are 
active. I think they have beea right in my town speaking against 
me and with the authority of having been over there and knowing 
something I do not know. Iam a little bit wary of having propa- 
gandists work on me. I am speaking very plainly now. IT have had 
a bellyful of these people. We bring we mm down here and approve 
them in the State Department and send them out to address clubs 
and thev are full of ‘ ‘malarky”’ at the State Department and with this 
hush-hush that they know things nobody else knows. 

Mr. Parker. The people who return from the United States to 
Germany—vou follow them carefully and you will be interested in 
them. 











sn tabi 
0 ep apiSS aele aat allatat 
SINS ET 


107 


Mr. Sronr. The Germans who come here and return, we have 
contact with them and, as Mr. McCloy says, they have played an 
extremely important part—an extremely pro-American role—not only 
saying that America is a great country but also speaking on the policies 
we are trying to carry out, vis-d-vis the Communists in this struggle. 
It has been a tremendous help in forwarding our policies. 

The Americans are relatively few and they are mainly people out- 
standing in their fields. 

Mr. Cievencer. A lot of editors—publicity people. 

Mr. Sronr. We brought over a very few American editors in my 
experience. A very few have gone, if any. 

Mr. CLrevencer. They have been taken all over Europe. 

Mr. Srone. I can give vou the facts. We are planning on 10 
people i in the information media in this coming fiscal year. They will 
be experts in their field trving to help the Germans with the German 
radio and magazines and requested by the Germans to come to 
help—only 10. 

Mr. CLevencer. In my district there was a prisoner-of-war camp 
with voung Germans in it during the war. They worked in factories 
and around. They liked America so well that when they started 
going home one walked into the river and drowned himself rather than 
go back. Many people do know the Americans. They have had 
millions in remittances from United States all over Europe. What I 
am thinking about is that I want to be sure that we need to spend 
much of the money that we are spending when money is so hard to get. 

Mr. Srone. Mr. McCloy has pointed out that the greatest pressure 
in any area comes here. Off the record. 

(Discussion off the record.) 

Mr. Parker. On the record. I think the most effective method we 
can use is to have these people who can say what the United States 
is like tell the Germans. It is always popular to take the position that 
the Americans are this and that—they are stupid or gauche, uncul- 
tured people; and to have a local fellow, no matter how humble, be 
able to speak up and deny those statements—yvou have a doubting 
Thomas to the statements made. That is extraordinarily valuable 
and I think this exchange of persons is one of our most successful 
programs and we would hate to see it disturbed at this time. We 
think it is well worth while. 


RELIGIOUS AFFAIRS EXCHANGEES 


Mr. Roonry. I, too, am interested in this exchange program with 
Germany. I am shocked to see the table at page 102 wherein you 
do not propose to bring any religious affairs exchangees over in the 
coming fiscal year. W hat is the mentality of you people with regard 
to this subject of religious exchangees? Who would be better able to 
assist us, Whether a priest or a minister or a rabbi, who could return to 
Germany and influence the German people as a religious leader. What 
is going on? 

Mr. Sronn. In the selection of the Germans who come to this 
country the German community plays a very large role. There are 
local religious people on those committees who pic ‘k these people. 

Mr. Rooney. Doesn’t it occur to vou that a religious leader is 
best equipped by nature and education to go back to Germany after 
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having been here in the United States, so as to convince the German 
people that our way of life is best. 

Mr. Stone. I was going to say, Mr. Rooney, the religious people 
inf Germany have a role in picking the people who do come to this 
country. Now, there are some who are listed under the other cate- 
gories. 

Mr. Rooney. I want to know who in this outfit or in the State 
Department is responsible for the complete deletion of this item from 
the budget. You did poorly enough in 1950 fiseal year. Out of 660 
exchangees only 175 were religious leaders. Then, though you in- 
creased the number of exchangees in 1951 vou reduced from 175 to 
36¥the number of ministers, priests and rabbis. In 1952 you had 
1,600 exchangees but you reduced the religious exchangees further to 
18. Now, in the coming fiscal year you propose a total of 1,370 
exchangees but you have reduced the religious to exactly none. What 
is the explanation of this? 

Mr. Wotre. May I interject something? 

Mr. Rooney. Someone had better interject something. But what- 
ever you interject I doubt it will satisfy this committee. 

Mr. Stonr. There is nobody responsible here. 

Mr. Rooney. Who is responsible for this decision? 

Mr. Srone. The program is worked out between us in Germany 
and the State Department here. There are religious leaders who come 
to this country but they come in different categories. 

Mr. Rooney. I am talking about this religious affairs exchange 
program. 

Mr. Stone. This exchange program. Yes. We send the religious 
leaders, but we do not have a category on religious affairs, as such. 

Mr. Rooney. Are not the facts I gave you a while ago true, that for 
1952 fiscal vear you provided for only 18 religious affairs exchangees 
out of 1,600? 

Mr. Stone. I was going to say that under some of these categories 
you have the category of cooperative action teams—leaders of the 
community. Among them there is very likely to be a priest. 

Mr. Rooney. Very likely to be? Where would you have them 
listed except as religious leaders? 

Mr. Stone. Insuch a category as a cooperative effort. 

Mr. Rooney. I have always understood that Commissioner MeCloy 
was very sympathetic to this program but I suspect that below on 
some level there are some unwholesome influences. Why did you 
think it worth while to bring over a single religious leader on the 
religious affairs exchange program? 

Mr. Stone. May I say, we have very close and warm relations with 
them. 

Mr. Rooney. I have heard from certain religious leaders with regard 
to this. They are up in arms about it but cannot put their finger on 
the one responsible for it. 

Mr. Parker. I have no impression of that from my 18 months there. 

Mr. Rooney. Of what? 

Mr. Parker. Of your statement that the religious leaders are up in 
arms over this particular situation. 

Mr. Rooney. Such has not come to your knowledge? 

Mr. Parker. No, sir. 
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Mr. Rooney. Then you have been insufficiently informed, I 
should say. 

Mr. Stone. Recently Mr. McCloy was invited to the University 
at Freiburg where the rector is a Catholic priest and we have given 
support to Catholic or Protestant institutions—not because they are 
that—but they have given excellent work. 

Mr. Rooney. That may be very well and good. But which of all 
the categories listed on page 102 is more important than the one 
which provides for bringing over religious people who can really 
produce for us in selling our ideas to the German people? None of 
them. 

Mr. Wotrer. We will set up—— 

Mr. Rooney. Mr. Kellermann knows all about this. 

Mr. KeELLERMANN. Yes. 

Mr. Rooney. Are you in sympathy with this religious affairs ex- 
change program? 

Mr. KenLerMANN. Yes. 

Mr. Roonry. Have you been in sympathy with it all along? 

Mr. KeLLERMANN. Always. 

Mr. Roonry. You are not one of those who have discouraged it? 

Mr. Ke_.LERMANN. I am a very staunch defender of it. We have 
listed religious affairs in particular and had a great number of our 
exchangees in that category. We have now taken the advice of experts 
and instead of listing them separately we were— 

Mr. Roonry. Experts? Let us not talk about listing them. You 
know your program does not call for a single one to come over this 
year. 

Mr. KeLLeRMANN. Under no circumstances was that our intention. 
The fact is these people are now grouped as community leaders and 
youth leaders and in various educational categories. They are no 
longer listed in a special category by themselves. We have had dis- 
cussions with our consultants and others and that seemed to be one 
method of hitting this problem effectively. lam strong forthereligious 
leaders as you are. They are making a contribution to this program. 

Mr. Rooney. Is it not the fact that in 1950 you had 175 religious 
leaders brought to the United States and that in the current fiscal 
year you are down to 18? 

Mr. Ke_LerMANN. But there are still some in there not listed as 
such but as community leaders. 

Mr. Roonry. Why change from the word ‘religious’? Is there 
something odious about it? 

Mr. Ke_ierMann. Under no circumstances. You have me all 
wrong on it. I am the one strongly in favor of this program. 

Mr. Roonry. How many religious leaders do you propose to bring 
over under this pending budget? 

Mr. KELLERMANN. I can produce the figures on that. 

Mr. Roonry. You do not have any figures. Do you? 

Mr. KeLLERMANN. There are some. 

Mr. Roonry. Why did you cut out the line at page 102 with regard 
to religious affairs, ““Regular exchange and Fulbright binational 
program,” and cut it out completely? 

Mr. KeLLeRMANN. I have been concerned over this very thing. 

Mr. Parker. The purpose was to put it under the broader cate- 
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Mr. Rooney. Why didn’t you do the same thing with women’s 
affairs? Why couldn’t that be under a broader category, or libraries 
and museums be under the same category? 

Mr. Parker. I think we ought to furnish——— 

Mr. Rooney. Legal and labor and so forth. Why make an excep- 
tion in the case of religious leaders? 

Mr. KeLtueRMANN. I am not the only one who composes this 
program. 

Mr. Parker. Let us furnish you a breakdown of what is in here 
and then recast the list so the religious-affairs category is properly 
represented. 

Mr. Rooney. That would be fine. Have you been cutting down 
on the number vear after year? Have you been cutting down- 

Mr. KeLLERMANN. On religious leaders? As a category? 

Mr. Rooney. Category or noncategory—miunisters, priests, and 
rabbis. 

Mr. Ke_ttermann. But I am not the one who cuts down. 

Mr. Rooney. The question is simple. Have you been cutting 
down on them vear after year? 

Mr. Ke_termMann. Would I be permitted to check that? 

Mr. Rooney. Would you suspect that vou have been cutting 
down the number? 

Mr. KRe_termann. I think there would probably be fewer. 

Mr. Rooney. That is practically the same? 

i do not intend to take anv more time right now. 

Mr. Sroxe. Our relations in Germany with the various churches 
and ourselves seems to be excellent and we have personal contact and 
work with the citizens in helping them. 

Mr. Rooney. The Lutheran Church in Germany is quite close to 
the Lutheran Church here in America and the same thing applies to 
the Catholic Church. They are conversant not only with this subject 
but with many subjects in which the State Department is concerned. 

Mir. Sronr. There are excellent relations with the churches in the 
Office of Public Affairs and other offices at HICOG. 

Mr. Rooney. When this was first brought to my attention I could 
not believe it, after having heard Mr. McCloy express himself on this 
subject. I have always been an admirer of his. I was convinced he 
Was in sympathy with this program on which, apparently, someone 
down below has been using a red pencil. 

Mr. Rippiepercer. | think we should take into account what 
Mr. Rooney has said and take another look at this part of the program. 
The circumstances may indicate that religious leaders may be included 
in other items here. J cannot believe for a moment that we intended 
to disassociate ourselves from that category of persons. 

Mr. Rooney. I think that all people, whether Protestants, Catho- 
lies, or Jews, as long as they believe in a Supreme Being, would not 
want them inserted anywhere except under the title where they 
belong, ‘Religious Affairs.” But instead of that you cut them out 
completely. 

Mr. Parker. I think these trips are not a reward for friendliness 
to the United States and not necessarily— 

Mr. Rooney. I thoroughly understand that and I assure you- 

Mr. Parker. All right, sir. 
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Mr. Rooney. The only reason you should bring a Protestant 
minister or a Catholic priest or a Jewish rabbi over here is to inculcate 
into their minds our ideas, entirely outside of religion. Then, when 
he returns to Germany as a spiritual leader the people will listen to 
him more attentatively than to a labor or other leader. But I do 
not want to take any more time on this at the moment. I shall 
await the result of Mr. Riddleberger’s suggestion. 


ADMINISTRATION 


Mr. Gary. The next item is ‘‘ Administration” and in that connec- 
tion we will insert the table summary of all administrative activity 
appearing at page 106 of the justifications. 

(The matter referred to follows:) 


20806-— 52 —s 











112 


199 ‘g08— 91I— 
LL0°86— 
PSg ‘GOL 


t 


Og “Gl —~ | 

OOF — | 
PLS ‘Ob 
9€0 ‘bE 


blz ‘OLo— | 





OLL ‘OZ — | 


P08 ‘600— | 601 
bez ‘OZI—- | 0— 
16h ‘1 | 
802 ‘L0-+ | 81+ 
£86 ‘bog — 








aq ain N 


(—) O8ves0p 
40 (-+) OsvouoUT 














LEP ROO '% 





£12 ‘681 





Ist 


‘86 
GL ‘Ler ‘tT 
ZYb ZR 
£6 ‘UR 
628 ‘BOSF 


junoU 










































AYAJOV UOLBAYSPUPWI pV [HO] Puwsy) 


AVATJOB VONRAYSTUTLU PB OLSOTOp ‘sestadxXe pRyO T, 
AVALJOW UOLPBAPSPULW PE Stoss0AG [RYO 


sosuvdye Aumypusuod § 





K1VAO “(HPO 






WUBMOT[E BOUIPI sol (BLT O 
SOOUBMOT[Y UOTE; UoReIdoy 
M0dX8 BULwavdo [RseuoF) 
JOAtAL, 
‘sesuvdxe A IV[VSUOU SWISIIAG 








101XO AAVIVS SVASIBAG *PRY0.], 


SusSuOdXo ALBUS SNOsUUT ISI Py 
suopsod ywouvtsed ‘suves-unUT JON 


ATO, [RUTOLIAT, 
SeSUOLOU] OPLs4s-uy 
PPY 
sasd Bl {OL Pod 
suo}}{sod juvUBUIed ‘[ejoIqng 


HONAIIVV Ppayy 
Ulpsagy 
sioqenb peayzy 
‘suo}y sed JusUBULIOg 
SISUGAXD AIUIBS SLASIBAG 








eeanee er 


113 


Mr. Parker. Mr. Wolfe has been Director of Administration and 
now Executive Director of HICOG and can provide us in the statement 
with information on that. 

Mr. Wo tre. As you notice, this calls for a reduction from 362 to 
246 positions. The total job of the administration is included in 
here—personnel management and administration, all organizational 
management, the preparation, justification and controls of the budg- 
et, all fiscal accounting, auditing and disbursement of funds, and all 
the operating facilities, all machinery for running the organization. 
There are included the usual supplies, equipment and housing and 
that sort of thing. 

[t also ineludes all our communications services whether telephone, 
telegraph, coding, posting, and so forth. 

That is a rough summary of the work of the Office of Adminis- 
tration. 

Mr. Gary. There is a decrease of every item except lapses. 

Mr. Wotrer. There is a slight increase. Yes. The lapses will not 
go down as far as we expected because our Office of Administratien is 
pretty well firm on the number of employees. We will not have the 
lapses we expected. There are a couple of other slight increases that 
do not show. 

In the summary of nonsalary expenses, the increase in the field of 
communications and tyansportation is due to the change from the 
concessional rate that we have enjoved in Germany up to the ratilica- 
tion of the contracts. After that we will pay the regular German price 
for transportation and communications. 

Mr. Woxre. I might add that in administration in Germany we 
carry the full administrative load of the consulates and public affairs 
program, not only the administrative headquarters in Boan, but the 
central direction from Bonn for all Germany. 


Domestic ADMINISTRATION 


Mr. Gary. Your domestic administrative activity. That is the 
backstop here in Washington. Is it? 

Mr. WotrFe. Yes. 

Mr. Gary. And you have a decrease of 109 in the overseas personnel 
and a decrease of only 7 in the domestic administrative activity. 

Mr. RipptesperGer. That is only part of it. I can cover that in a 
few minutes when I come to it. That is only the admimistrative 
part of it. 

Mr. Gary. Let us get that. That appears on page 137. 

Mr. Rippiesercer, That is right. 

Mr. Gary. We will insert that page in the record at this point. 

(The matter referred to follows:) 
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Mr. Gary. Can you give us an explanation of that page? 
Mr. Parker. Mr. Riddleberger, would you care to make a com- 
ment? 
REDUCTION IN REQUIREMENTS 


Mr. RippLenerGcer. Yes, Mr. Chairman. Of course, as the page 
presented here for the domestic side is a reflection of what is happening 
in Germany, as we are the backstop for the operation, the circum- 
stances are not altogether similar although we have attempted to 
make approximately the same proportionate cuts in our budgets. 

Heretofore the negotiations have been carried on primarily by the 
High Commissioner in Germany between us and the Federal Govern- 
ment. But with the ratification of the new agreements and the estab- 
lishment of a German Embassy in Washington, it is expected that, of 
course, part of that load will be transferred here. 

However, as vou see, we have made certain cuts here and we are 
reducing our total over-all personnel from 213 man-years to 180 man- 
vears for 1953, or a reduction of 33. 

On the budget figures the estimate for 1952 was $1,768,000, approxi- 
mately, and we intend to go down to $1,460,000, or a reduction of 
$307,000. You will notice that included in this domestic picture we 
have listed the larger number of positions we carry in our budget for 
the International Information Administration. These persons do a 
large part of our work for us. 

Mr. WiaeciteswortH. Where is the breakdown of that? 

Mr. RippitesperGcer. Page 137 for the domestic. 

Mr. Wiaciesworrn. I do not understand that table. That total 
of 195 positions is for what? 

Mr. RrppteserGcer. That is the total of the domestic staff. 

Mr. Parker. There are no positions for the reimbursement of 
support services. 

Mr. Wiaetesworrn. In the table at page 106 is shown total ex- 
penses, domestic administration activity, 24 people, $390,000. 

Mr. Parker. That is in the administration activity. 

Mr. RippieserGer. That is only the administration activity. 

Mr. Wiaeiesworrtn. Isn’t that in Washington? 

Mr. Gary. Yes. But it is only administration. 

Mr. Wiacieswortn. Is that included in this? 

Mr. Parker. It is also included in the 180 man-vears. 

Mr. WicciesworrnH. Included in the 195 on page 137. 

Mr. Wore. Page 137 is the summary of all our domestic activities; 
page 138 isa breakdown of the conduct of relations; page 139 is a 
breakdown of public affairs in Washington; and page 140 is adminis- 
tration. Pages 138, 139, and 140 are a breakdown of 137. 

Mr. WiegeieswortH. What | am not clear on is whether the table 
that shows domestic administration activity 

Mr. Parker. That is on page 140. Your 24 show up there. 

Mr. Gary. Whereas the 24 in the table on page 137 

Mr. RippLepercer. It is on the second line. 

Mr. Woure. Twenty-four of them are in the twenty-six on the 
Director’s staff; twenty-four is man-vears; twenty-six Is positions, 

Mr. Gary. I see that. 

Mr. Wourr. And the breakdown occurs on page 140. 
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Mr. Wiceiesworrn. I understand you have 180 people here in 
Washington backstopping the work of the High Commissioner and 
the Embassy in Germany. 

Mr. RippLenercer. That is the total estimate for 1953. Of which 
109, if vou look just above, are under the International Information 
Administration. 

Mr. WicGiesworrn. What is that, the Voice of America? 

Mr. RippLteserGcer. That is the entire information program. 

Mr. WieGLesworru. Including the Voice of America? 

Mr. RippLteseracer. Yes sir. 

Mr. Gary. That 180 compares with what total? 

Mr. RippteserGcer. 941 Americans and 7,045 Germans. 

Mr. WigGLeswortn. And none of this is in the State Department 
appropriation? 

Mr. Ripp_esercer. This is carried under the German appropria- 
tion. 

Mr. Woure. This is carried out by the State Department staff. 
Mr. WicGieswortn. But 1 mean there is no money in the State 
epartment bill. 

Mr. Ripp.tesercer. No. 

Mr. Gary. This is the way they handle it. I have always 
thought— 

Mr. Rippiesercer. | have thought it is a different operation. 

Mr. Gary. I have always thought it should be in the State Depart- 
ment appropriation. 

Mr. Wicaiesworru. Here we have been cutting down 35 to 40 
percent overseas, and we have only taken off 33 people out of 213 
people in the home office. 

Mr. Parker. The reduction of activities in Germany is not directly 
related to this picture for the reason that our exchange program has 
gone on pretty much on the same level and a great many of these 
people are backstopping for that particular operation. So you would 
not see a proportionate reduction. 

Mr. WicGiesworrn. All the $1,460,636 is just for this back- 
stopping? 

Mr. Wotre. That is about a $300,000 decrease as compared with 
the current fiscal year. 

Mr. Rippiesercer. About $300,000. That is a budget reduction 
of 17 or 18 percent, I think. But J should perhaps emphasize that, 
of course, a large number of positions are in this very public affairs 
field upon which Mr. MeCloy spent so much time. We provide 
the funds to carry them. 

Mr. Stone. Forty-one in the exchange and twenty-five information 
centers and press service. They are absolutely necessary for back- 
stopping work here; 41 are responsible for handling the 1,788 Germans 
who come to this country. Others are involved in giving us up to 
date service and information in the press field. That is a valuable 
service and that load does not decrease. 

Mr. Wiae_esworrn. Your own set-up overseas has decreased 
do percent, 

Mr. Srone. Yes. But in the exchange field it has not. In the 
information centers and press centers it has not. In the press work, 
because of what we are trying to reach in Germany, it has extended, 
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if anything. We have been able to cut down some of our people but 
we need this over-all material from the United States. 

Mr. CLevenGcer. We have been trying to get some long overdue 
economy in the State Department. I have just been wondering how 
much of this has been recouped to get back on the appropriation. 

Mr. Woire. How much has been recouped? 

Mr. CLEVENGER. Personally, I am not impressed by this back- 
stopping personnel—has it been on vour staff right along? 

Mr. Parker. Yes; and it shows a regular reduction. 

Mr. Ctevencer. The appropriation in here for the State Depart- 
ment are millions of dollars bigger when vou look at all this poimt 4 
program. These items ought to be in the State Department appro- 
priation. 

Mr. Woire. You understand how this came about? This is the 
wavy it started in 1945-46 when the program was with the Army. It 
was transferred to the State Department in 1949 and we continued. 

Mr. CievenGer. It is hard to understand it. When I came to the 
State Department years ago the State Department had $16,000,000. 
It spends more than that in a couple of weeks now. It seems to me, 
the thing that I am going to look into as we get into other sections is 
whether we are hatching another brood of chickens in point 4 which 
is approximately seven or eight times in this bill what it was last year. 
[ think it was $40,000,000. And suddenly it jumps up to $338 ,000,000. 
Where do these things stop? When we are projecting ourselves into 
these things and there is unrest stirred up from Cambodia to Germany. 
it takes more money than the United States can receive. I have not 
gone into this to see what it amounts to but certainly these point 4 
expenditures are frightening to me. I do not know how much of it Is 
in Europe. 

Mr. Gary. None of it is in Germany. 

Mr. CLevenGer. This is the first thing { have found here that shows 
no increase Over previous years. 

Mr. Parker. This is a decrease. 

Mr. Wo tre. It has been a continual decrease. 

Mr. Ctevencer. Then I will wait until I get on the other program. 


DEUTSCHEMARK PROGRAM SUMMARIES 


Mr. Gary. I am going to request that this table summary of the 
deutschemark expenses appearing at page 143 of the justifications be 
inserted m the recerd at this pomt and I think probably it might be 
better included in the discussion of this morning but we will just get 
it in the record and then it-can be switched to the proper place. 

Thank you, gentlemen. We will resume tomorrow morning at 10 
o’clock at which time we will take up Austria. 

(The matter referred to above follows:) 
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DEUTSCHEMARK (LocAL CuRRENCY) Activities In GERMANY 
HIGH LIGHT STATEMENT 


The GOA legislation authorizes the Department to use local currencies avail- 
able to it for GOA operations in Germany without dollar deposit with the Treasury. 
It has been. the policy of the Mission in Germany to utilize these local currencies 
for salaries of local employees and for the purchase of materials, supplies and 
services from the local economy wherever feasible. The dollar budget is based 
on the assumption that there will be sufficient Deutchemarks available to cover 
those costs being budgeted as Deutchemark charges. The same budgeting, 
accounting and auditing controls and procedures are used as for dollar funds. 
Some variation of procedure is required, however, in the expenditure of occupa- 
tion cost funds as these Deutschemarks are disbursed by the Federal Republic of 
Germany pursuant to requisition demand by the occupation authorities. The 
policy governing their use is, nevertheless, as restrictive as for the Deutschemarks 
from other sources, 

Statements of local currency requirements (expressed in terms of dollar equiv- 
alents) are recapitulated in the preceding two tables. These tabulations are 
presented in the same manner as the dollar budgets in order that the requirements 
in the several categories may be compared. 

Inspection of the local curreney summaries will reveal that in 1953 the Deutsche- 
mark requirements have been reduced to the same degree as the dollar needs. 
Local personnel for 1953 will total 7,045 positions compared with 13,536 during 
the current fiscal year. Nonsalary requirements for 1953 will be approximately 
8 million compared with 36 million for the fiscal year 1952. This latter reduc- 
tion results primarily from the fact that construetion programs were budgeted 
in 1952 and there are no construction programs budgeted for 1953. It also reflects 
reduced requirements in other nonsalary items because of the decrease in staff 
and program needs. ‘The public affairs local currency program expenses, which 
in 1952 amounted to the equivalent of 27 million will be reduced in 1953 to less 
than 14 million. 

The local currency requirements shown in the following tables do not include 
funds which have been provided or which in fiseal year 1953 may be provided for 
economic aid for West Berlin. 

Present local currency sourees include: (1) The GARIOA account (derived 
from counterpart generated from the former GARIOA aid program and the 
current ECA and MSA economic aid programs); (2) occupation costs; (3) local 
currency operating revenues; (4) certain other Deutschemark accounts held by 
the Office of the United States High Commissioner for Germany. Occupation 
costs funds will be available only until the coming into force of the contractual 
arrangements. It is expected that the other sources of local currency may be 
exhausted sometime during fiscal vear 1953, depending primarily on whether it 
will be necessary to continue aid to West Berlin. ‘Therefore, assurance of the 
continued availability of local eurrency funds is contingent on congressional 
authorization to utilize surplus property credits, as requested in the appropriation 
language changes. 
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FrIpAy, JUNE 6, 1952. 


AvstrRIAN Procram 


WITNESSES 


HON. WALTER J. DONNELLY, UNITED STATES AMBASSADOR TO 
AUSTRIA 

ORVILLE H. TRANSTRUM, DIRECTOR OF ADMINISTRATION, OFFICE 
OF THE UNITED STATES HIGH COMMISSIONER FOR AUSTRIA 

GEORGE W. PERKINS, ASSISTANT SECRETARY 

EDGAR P. ALLEN, POLITICAL AFFAIRS OFFICER, DEPARTMENT 
OF STATE 

HERMAN POLLACK, DEPUTY EXECUTIVE DIRECTOR, BUREAU OF 
EUROPEAN AFFAIRS 

EDWARD B. WILBER, BUDGET OFFICER 


Mr. Gary. The committee will please be in order. This morning 
we take up the request for Austria and in that connection we shall 
insert in the record at this point pages 5, 37, and 38 of the justifica- 
tions. Page 5 is a summary of the dollar appropriation; page 37 is 
a statement on Austrian schilling availabilities and page 38 is asum- 
mary total of the Austrian program 

(The matter referred to follows:) 
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STATEMENT ON AUSTRIAN SCHILLING AVAILABILITIES 
SOURCES OF SCHILLING AVAILABILITIES 


1. Revenue from public-affairs activities, including such sources as receipts 
from sales of newspapers, radio license fees, and advertising income. 

2. Reimbursement by MSA (formerly ECA) for special public-affairs projects 
which qualify as MSA promotional. This is financed from MSA’s local adminis- 
trative budget (5-percent counterpart). 

3. ECA surplus schilling deposits in the United States Treasury, authorized by 
Public Law 253, Eighty-second Congress (“Government in occupied areas”’ 
appropriation). These schillings may be used for any purpose consistent with 
the GOA appropriation act. 

4. Surplus-property credits (authorization for use by GOA without dollar 
deposit requested for 1953). 


Schillings available for obligation 


{Dollar equivalents. Exchange rate is 26 to $1} 





nn Estimate, Estimate, 
Actual, 1951 1952 1953 
Operating revenue--._- st dt Giddens aligned tethe omen $1, 175, 823 $1, 313, 847 $1, 384, 038 
Reimbursement from MSA_-- ‘ ‘ ta 359, 869 488, 461 601, 519 
ECA 5 percent surplus fund. = 4, 500, 000 4,112, 000 (1) 
Surplus-property credits_...-.- a ; ae 28, 211, 584 
Prior-year balance available_-...--.-- Spates Se ‘ 574, 377 4, 130,377 4, 946, 743 
Total available for obligations__... Pacayepree NS 6, 610, 069 10, 044, 685 15, 143, 884 
Balance available in subsequent year-_.- — 4,130,377 — 4, 946, 743 —8, 931, 991 
Total obligations.............. - 2, 479, 692 5, 097, 942 6, 211, 893 





Amount that will be made available, ifany, not known. 
Balance of credit outstanding as of Apr. 1, 1952. 


1 
2 


1 Presently available only for the Fulbright exchange-of-persons program without dollar deposit, 
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Mr. Gary. It appears from these tables that the total dollar request 
for 1953 is $3,800,000; the total for 1952 was $4 million. This repre- 
sents a decrease of $200,000. It appears, however, that the total 
appropriation, including the dollar and schillings request for 1953 is 
$10,011,893 as compared with $9,097,942, representing an increase of 
$913,951. 

We are pleased to have with us this morning Assistant Secretary 
Perkins and Ambassador Walter J. Donnelly. 


GENERAL STATEMENTS 


Mr. Perkins, if you have a general statement to make at this time, 
we shall be pleased te hear vou. 

Mr. Perkins. I have a very brief statement which | might make 
before you call on Ambassador Donnelly, if I may. 

Mr. Gary. Proceed. 

Mr. Perkins. I am pleased to appear once again before this com- 
mittee to discuss our Austrian program. Ambassador Donnelly, who 
arrived in Washington late vesterday from Vienna, will discuss with 
you gentlemen in detail the problems we face in Austria and the 
program we will continue to carry on with the funds requested in this 
estimate. By wav of preface to his testimony, however, I should 
like to state that in the formulation and conduct of United States 
policy toward Europe, Austria plavs an important role. This country 
exemplifies dramatically the problems involved in preventing Com- 
munist domination of a freedom-loving people imbued with the ideals 
of true democracy. As for centuries when Austria fought to stop 
the influx of barbaric tribes from the east, so today Austria defends 
free Europe’s easternmost strategic bastion against the Communists 
who strive to extend their sway west. 

You are already acquainted with the main elements of our efforts 
to conclude an equitable treaty which would restore a free and united 
Austria to its people as the four occupying powers promised in 1943. 
The story of these efforts to aid Austria in the absence of a treaty 
and in the presence of repeated Soviet efforts to weaken the courageous 
Austrian resistance to the new tyranny is less well known. The recent 
visit to the United States of Chancellor Figl, who so well typifies 
Austrian resistance to the Communist threat, bas done much to bring 
home to Americans the dilemma of Austria and the appreciation which 
Austrians feel for aid from the United States. 

It remains a fact, however, that there is almost no prospect that 
the strain on Austria will be relieved. Hence, if we are not to lose 
the benefits of the progress achieved in Austria during the last 7 
years, we cannot relax our vigilance and support of Austria. As 
Ambassador Donnelly will testify in more detail, Austria’s situation 
remains difficult: despite its obvious achievements in political and 
economic fields. I ask that the Congress support the budget now 
under consideration so that the Department of State may have the 
funds, the facilities, and the personnel to accomplish United States 
occupation objectives in Austria. 

Mr. Gary. Thank vou, Mr. Perkins. We shall be pleased to hear 
at this time from Ambassador Donnelly. 

Mr. Donnetty. Thank you, Mr. Chairman. I am very pleased 
to be here. First it is always a pleasure to meet with you gentlemen; 
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second, it is a pleasure to have arrived safely in the United States 
after a rather harrowing experience that we hed 15 minutes out of 
Vienna. We were flying from our airport which is situated in the 
Soviet zone of Austria. We were 15 minutes out of our airport when 
we were buzzed ad ‘e by Soviet jet planes. On the first occasion 
they came about 250 feet off our sides, and with their flaps down, 
ostensibly to identify our plane. They knew al! along what plane 
it was. The second time they buzzed us at a distance, I should say, 
of about 500 feet. We had no idea when the next buzzing would be, 
but fortunately they turned south and went to their airport. 

I might remark that that is the first time that the Soviets have 
buzzed an American plane in the corridor. We were absolutely in 
the center of the corridor, within our rights. They also have the 
right to fly in the corridor but certainly they have no right to buzz 
our planes. 

I arrived in Paris about 4 hours later and sent a telegram to Vienna 
urging them to make a very strong protest to the Soviets; that we 
would not tolerate that situation. 

Mr. Gary. In your opinion, does that represent a stepping up of 
the tension over there? 

Mr. Donne.ty. Yes, sir; it is a part of their plan to frustrate us, 
as well as the Austrian people, and to show their power. 

I have frequently asked the Soviets why they needed jet planes, to 
occupy a country as small as Austria. They do not like to have 
that question put to them. 

Austria is a small country. It is a country straddled by four oceu- 
pation powers; a country with a great historical past, but whose 
economy and world situation yield but a precarious present. It is a 
country almost surrounded by satellites of the Soviet Unio., and a 
country half of whose population and whose capital city liv behind 
the Soviet demarcation lines. Nevertheless, Austria has the will and 
the courage to oppose Communist pressure and intimidation. Austria, 
though hard pressed by the Soviets has aligned herself with the Western 
democracies in their fight for human liberty and justice. 

In 1943, a declaration was signed by the Western powers and the 
Soviet Union in which all parties pledged the reestablishment of a 
free and independent Austria. In 1945, a four-power occupation of 
Austria was set up until a treatv could be negotiated. Today, 7 
years after the end of hostilities, Austria is still occupied. 

United States policy calls for the completion of a treaty and the 
restoration of Austria’s independence and sovereignty. Since 1947, 
there have been 258 meetings on the treaty. There have been many 
agreements and although there are still five unsettled minor problems, 
these could be solved if the Soviets had the desire to abide by their 
original declaration to give Austria her freedom and independence. 
Instead, they have used one pretext after another to delay the Austrian 
treaty. They have delayed by refusing to discuss the treaty until 
Austria paid for postwar relief, originally announced as Stalin’s gift 
to the Austrian people. 

Later, they charged the Austrian Government and the Western 
powers with encouraging a revival of nazism and the remilitarization 
of Austria. At another. meeting, they accused the West of violating 
the Italian treaty with respect to Trieste and said they could not 
discuss the Austrian treaty until the Trieste problem had been solved. 
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In January of this vear, the Soviets did not even bother to appear at 
the Deputies Conference in London. On March 13, 1952, the Western 
powers sent the Soviet Union a new proposal for a brief, simple treaty 
which would end the occupation of Austria. The Soviets have not 
replied, evidently because they have run out of pretexts and can think 
of no other excuse for evading this obligation. For us, the result is 
that so long as the Soviets refuse to conclude the treaty, we must 
remain in Austria. 

I feel strongly that in addition to our regard for the freedom and 
integrity of Austria our national interest demands that we remain in 
this strategic area of Central Europe. Austria lies at the crossroads 
of Europe. For centuries, Austria has been the dividing line between 
the east and the west. Austria remains today the most eastern 
outpost of democracy, with Vienna lying east of Berlin. For centuries, 
Austria has been the cultural and trading center of the lands of Central 
Europe. Today more thtan ever before, the subjugated people of the 
satellite nations—Czechoslovakia, Hungary, Poland, Bulgaria, and 
Rumania—have their eyes on a free Austria. 

I also feel that we should not overlook the important role which 
the Austrian people themselves play in helping to accomplish their 
and our policy objectives. As I mentioned before, half the population 
of Austria, including that of Vienna, lies behind the Soviet demarca- 
tion line. Kidnapings on the streets at Soviet gunpoint have been 
not infrequent. The Soviets are not reluctant to make their power 
felt over the lives and liberties of the population generally. On 
occasion, they will remove the burgomeister of a village or the police 
chief of a fairly large town or any other Austrian who they feel com- 
mands the attention of his fellow citizens. The Soviets will not 
merely remove the man from office but have sometimes sent him off 
to Siberia or a Soviet prison for an indefinite period. Sometimes no 
explanation is given; sometimes the only explanation in such a case is 
that the man had an anti-Russian attitude. There is no defense, no 
trial, nothing. This is the threat of a reign of terror. People in all 
walks of life are subject to it. They can never forget it for a moment. 
And vet, with this threat constantly hanging over their heads, the 
Austrian people have stood up for seven long vears to the Soviets and 
have never faltered in saving the simple word “No.”’ I think that 
Austria’s resistance to the pressures of the Soviets and Communists 
can be regarded as one of the brightest chapters in the postwar era. 

In every national election since 1945, the Austrian Communists have 
never been able to gain more than 5 percent of the votes. This 5 
percent comes as an expression of the will of 97 percent of the eligible 
voters in the country. This 5 percent comes as a result of free elec- 
tions in all of the zones of Austria, including the Soviet zone. This 
spirit, this courage, this determination, and this will to resist depend 
to a very large measure upon the consciousness of western support. 

For the past 7 vears, a coalition government of the People’s and 
Socialist Parties has exhibited an enviable degree of political stability. 
The two major parties, despite their ideological differences, have con- 
ducted a strong, stable goverament, a goverament friendly to the West. 

Political stability and a good measure of economic recovery have 
been attained despite Soviet pressures and despite the burden of 
Soviet occupation, which denies the Austrian economy so much of 
the natural resources of the country. The Austrian people freely 
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admit that this could not have been achieved without American 
economic and moral support, and T feel we can take satisfaction in 
what we have helped the Austrian people to accomplish. Neverthe- 
less, the economy continues to suffer from a number of difficult 
problems. Some of these stem from the collapse of the Austro- 
Hungarian Empire; others were caused by the war: still others are 
the result of the Soviet efforts to weaken the Austrian economy and 
the decrease in Austria’s trade with the East: and, finally, some arise 
from the inability of Austria to solve, thus far, economic problems 
within its power to improve. Under the Potsdam Agreement, the 
Soviet Union claimed almost all the petroleum resources in Austria, 
all the facilities of the Danube Shipping Co., and some 350 agricultural 
and industrial enterprises. These properties are administered without 
regard to Austrian regulations and to the advantage of Soviet agencies. 
It. is estimated that the Soviets derive a net annual income of $50 
million from them, an amount which could go to Austria if the abbre- 
viated treaty were concluded. 

We have also offered Austria another means of assistance through 
the Allied Commission which consists of the United States, British, 
French, and Soviet High Commissioners and their staffs and which 
was established tn 1945 for the control of Austria. In 1946, the con- 
trol agreement on Austria was revised with a view to granting the 
Austrian Government greater voice in the conduct of its own adminis- 
trative, internal, and political affairs. The liberal terms of this 
agreement could not be duplicated today. Under this provision, we 
have what [ shall call the inverted veto. Ordinary laws of the Aus- 
trian Government come into force 31 days after submission to the 
Allied Commission unless unanimously vetoed, while only constitu- 
tional laws can be blocked by the veto of one power. This rule, for 
which the American element of the Allied Commission can justly claim 
much credit, bas meant in practice that the Austrian Government has 
been free to conduct its affairs without major interference from the 
Soviet occupation authorities. Tsay “major” interference for it some- 
times happens that the Soviet authorities attempt to block the imple- 
mentation of Austrian laws in their zone. We are always alert to make 
public issue of such illegal interventions, however, and I have no doubt 
that this vigilance, coupled with the Austrian resistance which |] 
stressed earlier, has acted as a very real deterrent to unilateral Soviet 
action in derogation of the control agreement. The Allied Commis- 
sion in Austria is unique in that it is the only place in the world today 
where the United States, France, Great Britain, and the Soviets work 
on a day-to-day basis. I doubt if anvone knows the full reason be- 
hind the Soviet action, but I myself believe that a partial explanation 
may be found in the carefully worked-out agreement which we ob- 
tained in writing from them in the early days of the occupation re- 
garding the administration of Austria and the rights of the occupying 
powers. Another reason may be that the Soviets have deliberately 
tried to maintain four-power machinery at one point so as not to lose 
all such contact with the West. Another reason may lie in the princi- 
ple followed by all three Western Powers in Austria of cooperating with 
the Soviets so long as they respect the control agreement, but of 
exerting all the authority at their command to block any Soviet 
violation of the agreement. The Soviet attitude indicates that they 
also are interested in maintaining the machinery of the Allied Com- 
mission. 
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I do not wish to underestimate in any way Soviet capabilities in 
Austria. They are capable of taking over complete control of their 
zone at any time, but only by force of arms. I believe the Soviets 
themselves are aware of the slow but steady decline of their influence 
over the Austrian populace, and that they are aware that mere threats 
and bullying can no longer achieve Soviet objectives. In other ways, 
too, the Soviets show their nervousness over the state of affairs in 
Austria. Recently, in one of the communities in their zone of oecupa- 
tion, they banned some 50 Austrian and Western periodicals. They 
banned them because they were afraid of the truth and the objectivity 
of these newspapers and magazines. A vigilant guard is maintained 
over their forces to prevent contamination by Western ideas. Frater- 
nization with Austrians is forbidden. It is not uncommon of an 
evening to see their soldiers marching in military formation from 
their billets to their place of recreation. The control is so rigid that 
when a soldier leaves his billet he must state his destination, and a 
time check is kept on his departure and arrival. The desertion of a 
single Soviet soldier is enough to set off a zonal-wide man hunt while 
anti-Soviet propaganda brings an equally alarmed reaction from the 
Soviet command. Several months ago, three Austrians were riding on 
the Danube in a boat. They paused for a moment to take a picture 
on the banks. The Soviets, thinking they were being spied on, 
immediately pursued the Austrians, opening fire with submachine 
guns. Recently, we published a map of slave labor camps in the 
Soviet Union. This map, which was prepared by the American 
Federation of Labor, was confiscated by the Soviets. We immediately 
publicized this fact. The publicity resulted in such a demand from the 
population that we were forced to reprint an additional half million 
copies. The Soviets are very quick to show their nervousness and 
tension whenever a mention of slave labor is made. And you may be 
sure we do not overlook this point. We also have a book circulating in 
Austria on forced labor in the Soviet Union. The Soviets have already 
indicated that anvone in possession of this book will be imprisoned. 

I feel that the Soviets in Austria have every reason to be unhappy. 
In 1945, the Soviets felt that there would be a Communist victory in 
Austria’s first postwar elections. Thev have never forgotten the 
defeat they suffered at that time. Nor will the Austrian people ever 
forget how they were maltreated by the Soviet soldiers when they 
came into Austria. For much of our period of occupation, Austrian 
resistance has been tempered by the hope that their treaty might 
always be near. However. since the Communist attack in Korea 
and the valiant efforts of the United Nations forces to repluse that 
attack, a new spirit has been felt among the Austrian people. While 
not entirely abandoning hope for a treaty, they are facing the possi- 
bility of prolonged Soviet occupation with great courage and deter- 
mination. 

At this point I would like to make a few remarks about the budget 
request for fiscal vear 1953. We have made a careful and continuing 
study throughout the past vear in order to develop a final estimate 
for funds to meet the requirements of our mission in Austria. The 
results of our study are before you in the form of the budget document. 
I wish to point out, first of all, that approximately $125,000 is included 
ia the dollar request of $3,800,000 for payment of hardship differentials 
to our staff personnel in Vienna. About a month ago, as a result of a 
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general review of the hardship differential program and a tightening 
up of qualifying standards, Vieuna was removed from the list of bard- 
ship posts. Since we no longer shall require the $125,000, the new 
dollar amount that we are requesting you to approve is reduced to 
$3,675,000. 

The budget document in front of you presents, beginning on page 
38, both the dollar costs and the nonappropriated Austrian schilling 
costs side by side so that you can see the total cost of the Austrian pro- 
gram item by item. We are planning a combined dollar-schilling pro- 
gram of $9,886,893. Of this, only $3,675,000 is in dollars and the rest, 
$6,211,893, is in schillings. Compared to 1952, these represent a 
decrease of $325,000 in our request to you for dollars and an increase 
of $1,113,951 in schilling expenditures, for a net increase of $788,951. 

The increase in local currency expenditures is due to three factors: 
(1) the cost of one whole year of wage and price increases effective 
during fiscal year 1952 (this accounts for the major increase); (2) an 
expansion in public-affairs activities and related items; and (3) the 
transfer of some dollar charges to schilling charges. The local cur- 
rency resources, from which these increases are expected to be met, 
are itemized on page 37 of the budget document and will not necessi- 
tate an additional appropriation of dollars. 

As I have just mentioned, the largest share—approximately 60 per- 
cent—of the increase in schilling costs of our program in Austria is 
attributable to wage and price increases. To illustrate, railroad fares 
have increased 30 percent; electricity, 42 percent; telephone rates, 
122 percent; stencils, 24 percent; postage rates, 100 to 150 percent. 
These are the kinds of items that make up this budget. 

This, gentlemen, is a broad outline of the situation in which we are 
working in Austria. I have purposely not gone into the details of 
our operations, feeling that I could perhaps give you the information 
you want regarding our civil-affairs work, our public-information 
program, and our other activities in reply to your questions. 

In closing, however, I should like to say a word about the excellent 
cooperation between my office and the military forces in Austria that, 
until recently, were under the command of Lieutenant General Irwin. 
As you may know, he suffered a serious illness but is recovering. The 
same spirit of cooperation, however, is being carried on with his 
successor, General Hays. Although General Hays’ headquarters are in 
Salzburg, there is constant liaison between us, and our work is fully 
coordinated. We are both fully conscious that the attainment of 
American objectives in Austria requires real teamwork between our 
two organizations, and we are determined to have it. The mainte- 
nance of an adequate American military force in Austria is of vital 
importance, and I want to give the military command full credit for 
its part in the accomplishments we can show to date. I would also 
like to mention the effective cooperation which exists between my office 
and the Special Mission for Economic Cooperation under Minister 
C. E. Meyer. In this field, too, there is complete coordination of our 
work for the accomplishment of our objectives. I think I can speak 
for Generel Heys and Minister Meyer as well as for myself in saying to 
you that the three of us consider ourselves a team whose sole purpose 
is to do the job. 

This is all I have to say in the way of general remarks on our esti- 
mates. I and my associates shall be glad to answer any questions. 
We are at your disposal. 
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POSSIBILITY OF AUSTRIAN TREATY 


Mr. Gary. Mr. Ambassador, you have recounted the difficulties 
vou have had in coming to an agreement on a treaty in Austria. 
What is the possibility of a treaty in Austria similar to the one that 
has been adopted in Germany? 

Mr. Donnetiy. There is no possibility, Mr. Congressman. The 
first point I would like to make is that the situations in Austria and 
Germany are different. Germany is a conquered country. Austria is 
a liberated country. We were never at war with Austria. 

You will reeall that Hitler occupied Austria in 1938, and by the 
time we declared war on the Reich, Austria was a part of the Greater 
German Reich. So, we were never at war with Austria as such. Con- 
sequently, in 1943, in the three-power agreement that we made, we 
said that we would regard Austria as the first country overrun by 
Hitler to be liberated. 

Also, Mr. Chairman, a separate treaty with Austria is impossible 
and unwise, because it would result in dividing the country into two 
parts. It is a very small country and it would involve turning over 
to the Soviet the richest part of the country, from the Enns River to 
the frontier with Hungary and Czechoslovakia, including the city of 
Vienna. 

Does that answer vour question, sir? 

Mr. Gary. Yes. You do not think it is possible to conelude any 
kind of treaty in the near future? 

Mr. Donnetiy. No, sir; unless the Soviets change their position, 
and I see no prospect of that. They absolutely refuse, Mr. Con- 
gressman, to reply to anv notes we send to them. They replied very 
quickly to notes on Germany, but they have not replied to the notes on 
Austria. 

(Discussion off the record.) 

Mr. Gary. Do you have any information on the situation in the 
Balkan countries? There is a lot of talk about unrest there. 

Mr. Donnetiy. Yes; may I go off the record for a moment? 

Mr. Gary. Yes. 


(Discussion off the record.) 
SOVIET HARASSING 


Mr. Gary. Can you give us some idea about the stepping up of the 
tension in Austria? You mentioned the incident that happened when 
you left. Have you seen any further evidences of the stepping up of 
tension, similar to the activities now going on in Berlin? 

Mr. Donnetty. Yes, sir; I have. It is not as intense as in Berlin. 
I would say, on the propaganda side, the intensity of the Soviet propa- 
ganda against the United States has increased by a very substantial 
degree in the last 6 months. It isa dirty campaign. It is a campaign 
of a kind we would not engage in; we are not capable of engaging in 
a campaign like that; the way they treated General Ridgway, when 
he came to Europe, the bacteriological warfare that they talk about 
in Korea. It has become a smear campaign, which is something new 
in the Soviet line. 

They have not resorted to anything such as they have in Berlin. 
However, they have increased their activities in rounding up individ- 
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uals who are engaged in distributing what they consider to be anti- 
Soviet propaganda. They are muc +h more on the alert and the restric- 
tions against fraternization of their troops have also increased, 

Mr. Gary. Will you outline the program that you are conducting 
in Austria for which this money is being reque sted? 

Mr. Donnetiy. May I turn to Mr. Transtrum, the administrative 
officer, at this point? 

Mr. Gary. Yes. 

Mr. TRANsTRUM. Our program activities are broken down into 
three phases. 

Mr. Taser. Where would that appear in the justifications? 

Mr. Transtrum. Beginning at pages 5 and 6. 

Mr. Gary. Before we get to that, I should like to ask this off the 
record. 

(Discussion off the record.) 


ACTIVITIES OF THE HIGH COMMISSIONER 


Mr. Taper. What, in general, are the activities of the High Com- 
missioner? Give us a bit of an analysis of that, 

Mr. Donnetiy. The High Commissioner, sir, represents the 
United States Government in the occupation of Austria. His prin- 
cipal duty is that of representing the United States Government on 
the Allied Commission which controls the Austrian situation pending 
the signing of a treaty. 

The Allied Commission meets at a number of levels. We have tech- 
nical committees, several of them, and then it works up to the execu- 
tive committee and to the Allied Commission itself. 

Mr. Taner. What do these technical committees do? 

Mr. Donnetiy. They handle a variety of problems. There is an 
economic directorate, a legal directorate, an aviation directorate. 

Mr. Taser. You do not have any flying over there except Govern- 
ment flying, do vou? 

Mr. Donnetiy. Yes. There are four flying corridors in Austria, 
and the corridors have been established by an agreement of the four 
powers. The four powers may fly in those corridors at any time, but 
if we fly in the corridor over the Soviet zone—as I did day before 
yesterday—I have to keep within that corridor. When I get into the 
American zone I am free to move around, The Soviets can come into 
our zone, but they must stay in the corridor. 

One of the functions of our Civil Aviation Committee in the Allied 
Council is to see to it that this and other activities under the aviation 
set-up are strictly adhered to by the various powers. 

The Allied Commission, sir, consists of an Allied Council where the 
four High Commissioners meet every 2 weeks to discuss a number of 
pe nding matters, including Austrian legislation, because all Austrian 
legislation must be refe rred to the Allied Council for consideration. 

Next to that is an executive committee. Next we have the Vienna 
Inter-Allied Commission, which is a commission of the four powers, 
represented by four military officers, who are responsible for the 
administration of the city of Vienna; the international district. 

The country is divided into four zones. ‘The city is divided into 
a number of zones, and then there is the international area in the 
heart of the city, and that is what the four military commanders 
administer. 
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AUSTRIAN OPERATIONS 


Mr. Taner. To what extent do the Austrians, with their own local 
government, operate the activities there, and to what extent is your 
set-up a duplication of what they have? 

Mr. Donne ty. It is not a duplication, sir, because it is our policy, 
and was from the very beginning, to give as much authority as 
possible—and I say ‘‘possible’’ bearing in mind that the Soviets are 
there—to the Austrians. In practice what happens is the Austrian 
Government is an independent government and administers the 
entire country. We must maintain this Allied Commission so long 
as the Soviets are there. If we were to withdraw the Soviets would 
of course extend their authority and power in the country. 

We have an Internal Affairs Committee, a Political Committee, a 
Finance Committee, an Education Committee, a Social Administra- 
tion Committee, an Economics Committee, a Transportation and 
Communications Committee, a Reparations Deliveries and Restitu- 
tion Committee, a Prisoners of War and Displaced Persons Committee, 
a Naval, Military and Air Committee. 

Most of the business conducted by these committees is in connection 
with legislation passed by the Austrian Parliament and referred to the 
Allied Commission for action. 

Does that answer your question? 

Mr. Taper. After a fashion. 

(Discussion off the record.) 

Mr. Taner. The Austrian set-up does not have a great deal of 
heavy agricultural production? 

Mr. Donnetiy. Not heavy. 

Mr. Taser. Not enough to take care of themselves? 

Mr. Donne.uy. Not in grain. They must import grains in large 
quantities. They must import fats, oils, and potatoes. 

Mr. Taser. They do not produce enough potatoes? 

Mr. Donne.tiy. There is a deficiency there. 

Mr. Taser. The best production is over in the Soviet zone. None 
of that flows over into the western part? 

Mr. Donnetty. It does, sir, if the Soviets want it to. Shipments 
from the Soviet zone into the Western zone are subject to a license 
control by the Soviets, and they would not, for example, allow a freight 
car to pass from the Soviet zone into the American zone or the British 
zone, for that matter, without first having been scrutinized by them 
and a license granted. 

Mr. Cievencer. There is both an Ambassador and a High Com- 
missioner in Austria? 

Mr. Donnetty. Yes. 

Mr. Cievencer. You wear two hats? 

Mr. Donnetty. Yes. We recognize the Austrian Government, and 
have so recognized the Austrian Government as an independent gov- 
ernment since 1945. After the first election we accredited an American 
Minister to Austria and also named the High Commissioner to serve 
as the occupational representative for our Government, and last year 
we changed the rank of the American minister to the rank of Ambassa- 
dor. Ihave the dual capacity of High Commissioner and Ambassador. 

When the occupation is over and the treaty is signed we will go 
back to the normal diplomatic relationship with Austria. ‘ 
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PERSONNEL OF ALLIED COUNCIL 


Mr. Gary. How many persons staff the headquarters of the 
Allied Council? 

Mr. Transtrum. The High Commissioner has a secretariat which 
does all the work for al! the various divisions with respect to the 
Allied Council. In that secretariat there are 24 people. 

Mr, Gary. Thev co not limit their duties to the Allied Council? 

Mr. Transrrum. No. That secretariat, for example, has also the 
translators and the interpreters for the entire mission on its staff, 
The secretariat once each 4 months takes over the secretariat work 
for the Allied Council. The British secretariat will take care of it 
for the entire group during their month, and the American group will 
take care of it during the American month. It has to take care of all 
the meetings. 

In the other 3 months the secretariat does the work for the directo- 
rates as they have meetings before the Allied Council. 

Mr. Gary. Are the expenses of the Allied Council borne equally by 
the four powers? 

Mr. Transtrum. Yes. The administrative expenses are borne by 
the four powers. 

Mr. Gary. How about the cost of the official occupation newspaper? 

Mr. Transtrum. That is borne completely by the United States 
The British do not operate a newspaper. They did until the fall of 
1950. The French disposed of their newspaper some time before that. 
The United States occupation forces have run a newspaper since the 
inception of the occupation and continue to do so. The Soviets offi- 
cially publish their own newspaper, and the Communists as such 
publish seven or eight independent newspapers. 

Mr. Taser. Off the record. 

(Discussion off the record.) 

Mr. Gary. Mr. Transtrum, you may go ahead and give us a general 
outline of the activities covered by this program. 

Mr. Transtrum. Page 5 shows the consolidated dollar expenses 
for the entire program. It does not show it broken down into the 
three main phases which are shown on subsequent pages. 

| think to best clearly answer the question we should turn to page 
38, which shows the consolidated picture of the dollars and schillings. 
I believe if we do that we can get a better over-all picture. 

Page 38 shows a consolidated picture of the dollar and schilling 
expenditures. On page 39 you will find the first of the three phases, 
which is that known as conduct of relations with Austria. 


Conpbuct oF RELATIONS 


Mr. Gary. We will insert page 39 in the record at this point. 
(The matter referred to follows:) 
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Mr. Transtrreum. That includes all activities other than adminis- 
trative and public affairs. It includes the Political Division, the 
Keconomic Division, the Legal Division, the Secretariat for the High 
Commissioner’s office, and so forth. 


Pusuic Arrairs ACTIVITY 


The second main breakdown in the group is the Public Affairs 
operation—the operation of the newspaper, the radio, information 
centers, cultural relations, and that is shown on page 40. 

Mr. Gary. We will insert page 40 in the record at this point. 

(The matter referred to follows:) 
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INCREASE REQUESTED 


Mr. Gary. That shows the largest increase. What is the reason 
for the increase? 

Mr. Transrrum. The reason for the increase in “Public affairs,’’ 
sir, is largely due to annualization in 1953 of increased costs which 
had taken place up to March 1, 1952. The second part of the in- 
crease is attributed to an increase in the activities themselves. 

I can give you, if you would like, the proportion of the increase as 
it applies to increased costs and wages and that which is the program 
expense. 

The increase in 1953 over 1952 is a dollar equivalent of $820,591. 
Now, of that figure over half, or $411,439, is attributable to price 
increases Which have occurred during the fiscal vear of 1952 up until 
March 1 of this vear. 

The program activity increase is $336,452. 

There is a smaller amount, sir, amounting to $72,700, which repre- 
sents savings in dollar costs which have been shifted over to local 
currency expenditures. 

Mr. Gary. When I was in Austria in 1947 the Army had a very 
excellent information set-up there. 

Mr. Transtrum. Yes. 

Mr. Gary. They had a library which was being patronized by a 
large number of people. They were also publishing certain books 
and were making the library partially self-sustaining by selling these 
books. 

Does the Army engage in that activity at the present time? 

Mr. Transtrrum. No, sir. I know the information center that 
you have in mind. It is a short distance from the Bristol Hotel. It 
is probably the most desirable site in all of the city of Vienna. 

Mr. Gary. Who operates that today? 

Mr. Transtrum. The High Commissioner operates that today. 
In October of 1950 all the civil-affairs activities pertaining to the 
occupation were transferred from the United States Army to the 
civilian High Commissioner. Among other things, that information 
center was transferred to the civilian High Commissioner, and the 
State Department today runs that information center much along 
the same lines as the Army did, but with the natural progress that 
comes with experience. 

Mr. Gary. The expense for the operation is included under ‘Public 
affairs” activities? 

Mr. Transtrum. That is right, sir. 

Mr. Gary. Are you following the policy of the Army in selling 
books to make it partially self-sustaining? 

Mr. Transtrum. We sell as many as we possibly can. We have 
contracts with book sellers and dealers in Austria. We try to work 
through them insofar as we possibly can by having the books move 
through the regular channels. Instead of having the United States 
Government actually engaged on its own in peddling books, we work 
through the legitimate dealers; have them print the title, work through 
them and pay royalties to the United States authors and so forth, and 
the publishing houses. 

Mr. Donnetiy. I might add in connection with the information 
center we are averaging about 3,000 visitors a day at the building 
that you referred to. 
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Mr. Gary. When I was there in 1947 there was a scarcity of coal, 
with the result the electric lights were not turned on until quite late 
in the afternoon. I got there before they turned on the lights and 
although it was quite dark for reading purposes the library was filled 
with users who were reading various books, magazines, and news- 
papers. At the lending desk there were three or four people engaged 
in lending books, and the people were packed around that desk. It 
was really one of the best and most active information centers that 
I saw in all of Europe. 

Mr. Donnetuy. That is still the case today, sir. 


OPERATION OF INFORMATION CENTERS 


Mr. Taser. Does the State Department operate information cen- 
ters in Vienna as well as the High Commissioner? Is there a separate 
set-up? 

Mr. Transrrum. No, sir. The High Commissioner is the State 
Department in Austria, sir. 

Mr. Taser. Is this run out of the so-called Information Service in 
the State Department, or is it run from a separate fund that you have 
been getting here in this appropriation? 

Mr. Transtrum. The latter statement is correct. The operations 
of the State Department in Austria in public affairs, including informa- 
tion centers, are financed out of a separate appropriation which is 
called the “Government of occupied areas.’”’ We do not draw any 
money from the regular USIE program of the State Department. 

Mr. Taser. Do they send people over there? 

Mr. Transrrum. We get technical guidance from them and we 
get information from them. They cooperate with us 100 percent. 
We get policy guidance from them and we get ideas. We get all 
kinds of information from them. 


RADIO OPERATIONS 


Mr. Gary. What is vour radio activity now? 

Mr. Transtrum. We still operate the red-white-red radio system, 
which was set up in 1945, when General Clark came in. 

Mr. Gary. Set up by the Army? 

Mr. Transtrrum. Yes. 

Mr. Gary. What does the Voice of America do? 

Mr. Transrrum. The Voice of America has no separate installation 
in Austria. It does, however, use the facilities of our red-white-red 
network 15 minutes a day, I think, in the morning, and 15 minutes in 
the afternoon when we pick up their signal from their regular trans- 
mitter and carry it over our sender. 

Mr. Taser. Is your set-up short wave? 

Mr. Transtrum. No, sir; it is just regular transmitting. 

Mr. Taser. It just serves the local territory, perhaps within 100 
miles? 

Mr. Transtrrum. No, sir; more than that. The transmitters in 
Vienna and in Linz have recently been increased to 100-kilowatt 
stations. We have one also in Salzburg. It is a three-station net- 
work. The sender in Salzburg is a smaller unit. It is only 5 kilowatts. 
It covers the local area. That is being increased to 10 kilowatts by 
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a trade that we are making with the Army, who do operate an 
English-language station. 

Mr. Donne uy. We serve the entire country with the red-white- 
red, and now with the increased power of the two stations at Linz 
and Vienna we overflow into the satellite countries. We have 
already tested and have gotten through to Rumania and as far north 
as Finland, where we have received interference complaints. Our 
programs are in German and reach the largest mass of the population 
of the satellite countries, and the countries that were formerly a part 
of the Austrian-Hungarian Empire, and they are German-speaking 
people. 

Mr. Taser. Is there a Radio Free Europe there? 

Mr. Donnetuy. That operates out of Munich. 

Mr. Taser. It does reach into Austria? 

Mr. Donnetuy. It does, sir. 

Mr. Taser. Is that short wave? 

Mr. Donnetty. Short wave. It was not designed for Austria 
because, as you know, the Radio Free Europe broadeasts in the 
dialects of Czechoslovakian and Hungarian beamed directly to those 
countries, 

Mr. Taser. Most of the people there do not have facilities for 
hearing short wave anyway, do they? 

Mr. Donnetty. That is right. 

Mr. Taser. It is pretty nearly a waste of time, 

Mr. Donneuiy. On short wave. 

Mr. Taser. The short-wave business is a waste of time, 

Mr. Donnetiy. There are very few that have short-wave radios. 
It is the long wave that counts. 


DUPLICATION OF FACILITIES 


Mr. Gary. There has been no duplication whatever between your 
program and the State Department? 

Mr. Transtrum. No duplication whatever, sir. 

Mr. Gary. And the Army? 

Mr. Transtrum. No. We work hand-in-glove with the USIE 
program. We benefit greatly from them because of their large tech- 
nical staff and their experience. We utilize that to the fullest. 

Mr. Gary. The Army broadcasts in English only to their own 
forces? 

Mr. Transtrum. They have a small sender and they broadcast in 
English only for the entertainment of the Armed Forces. 

Mr. Gary. Do they ever broadcast over your station? 

Mr. Transrrum. We pass the messages if they want anything 
broadcast in German. 

Mr. Donnetiy. The Army is all English. It is for the morale of 
the troops. 

Mr. Gary. How many stations does the Army have? 

Mr. Donne tty. It has one, the Blue Danube network in Austria. 
Tt covers the areas where the troops are stationed. 

Mr. Gary. The boxing matches, baseball games, and other sports 
events in this country go over the Army network and not yours? 
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Mr. Donneuuiy. That is right, and that is really from Munich to 
Austria. We get the baseball games three times a week, the last six 
innings. It goes on at 10:30 at night, so by 11:30 it is over and we 
know the score. | listen to it every night when it is on. 

Mr. Gary. That goes over the Army station? 

Mr. Donnetuy. Yes. 

Mr. Transrreum. It is a complete Army network right from the 
States. 

Mr. CLevencer. Do the mobile units of the USIE do any broad- 
casting? 

Mr. Transtrum. Theirs do not. When the State Department 
took over from the Army in 1950 we acquired some facilities in that 
respect. Weare running some mobile units. ‘The MSA is cooperating 
with the State Department and using local currency to procure more 
mobile units. So we might say that we run a program of our own, 
and partially also in conjunction with the MSA, but the USIE program 
of the Department of State does not operate, or provide us, with any 
mobile units. 

Mr. CLevencrer. The same is true with regard to the information 
centers? 

Mr. Transrrum. Those are operated completely out of this budget 
which you have before you. We receive no money from the appro- 
priation that you make to the USIE program. 

Mr. CLevencer. Most of those mobile units are operated outside 
of the occupied areas? 

Mr. Transrrum. Yes; that kind of work is done in the American 
zone of the country, but we do have reciprocal agreements with the 
British and French where we send our units to their part of the country 
and they send some of their units out to our part of the country. 
We do not have successful relationships in the Soviet zone. 

Mr. Taner. Off the record. 

(Discussion off the record.) 


SAVINGS 


Mr. CLevencrer. This saving of $125,000 is a savings that will 
not injure anybody? 

Mr. Donneuiy. In my opinion, no. 

Mr. Taner. You seem to have a big increase in everything as far 
as I can see, outside of that. Maybe you shifted it around to sort 
of cover it. How about that? 

Mr. Donnetiy. We have not tried to cover a thing, sir. We tried 
to be very open and frank about it. 

Mr. Taner. So as to not be out anything these programs are all 
pretty elaborate. 

EXCHANGE OF PERSONS PROGRAM 


Mr. Gary. What is vour exchange of persons program? 

Mr. Transrrum. During the coming fiscal vear, 1953, as you will 
note on page 21, sir, we are reducing the dollar expenditure of our 
exchange of persons program by $13,200. We are asking for this year 
to send 70 college students from Austria to the United States; 30 
high-school students and 10 trainee students and 61 Austrian national 
leaders, people outstanding in their private field of endeavor, and take 
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2 American specialists from America to Austria, also people outstand- 
ing in their field of endeavor, who are willing to go and share their 
information with the Austrian people. 

That is the extent, sir, of our exchange program for 1953, unless 
you have some further questions. 


INFLATION IN AUSTRIAN ECONOMY 


Mr. CLevencer. A moment ago you made a recitation of the 
increased costs. I think electricity today was 40 percent higher, and 
various other things. Does that indicate that the Austrian economy 
is being strained to the point that violent inflation has set in? 

Mr. Donnetuiy. There is very strong inflation in Austria, higher 
than in any other country in Western Europe. 

Mr. CLevencer. It has set in in the United States. I was wonder- 
ing if you are straining the economy of Austria the same as our 
economy is being strained so that many of the weapons that we are 
buying cost 24 or 3 times the cost of 6 years ago. I was wondering if 
that was becoming a danger over there. 

Mr. Donnetiy. The cost of living, the inflation in Austria, has 
increased over 50 percent since Korea. 

Mr. CLtevencer. And you have encouraged the building of hydro- 
electric plants quite extensively in Austria during these years, have 
you not? 

Mr. Donnetiy. On the MSA program. 

Mr. CLtevencer. Yet it is costing us for our own use 40 percent 
more. 

Mr. Donnetity. We have done that to increase the productive 
capacity of the country. The inerease in the cost of living is the 
result of a number of factors. One of them is the unfavorable trade 
balance, which is of course traceable to the increase in the cost of 
production. The fact that they have been required to import large 
quantities of grain and other consumer goods at increasing prices has 
been a cause. There have been increasing prices in other countries, 
plus an increase in freight. 


IMPORTATION OF FOOD 


Mr. CLtevencer. Are they drawing upon Hungary for grain? 

Mr. Donnetiy. Very little of it. 

Mr. CLevencer. Are they buying it from America? 

Mr. Donnetty. Mest of it is coming from America. Very little 
in the way of foodstuffs is coming from the satellite countries which 
used to be their normal source of supply. 

Mr. CLevencer. Do your shipments come through Trieste? 

Mr. DonNEtLy. Most of our shipments come through Trieste. 

Mr. Taner. How much foodstuff are we contributing, and out of 
what funds does it come? 

Mr. Donne iy. MSA, sir. 

Mr. Taper. How much are we contributing? 

Mr. Donnetiy. May I produce the figures later on? It consists 
chiefly of grain, fodder, fats and oils, and I believe they are the three 
principal items to make up the deficiency in their economy. 
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(The following information was submitted later:) 


The United States contributed the following foodstuffs to Austria in calendar 
year 1950: 


LESS OR Settee ey Se rer eee 52.4 percent of 831,372 metric tons. 
CT Sipe alee peel eR refer RR RD (ar, 41.7 percent of 122,185 metric tons. 
PRS: so2es eos SOG aN ee ge ge bee gee 57.5 percent of 76,656 metric tons, 


Mr. Taser. Where did they formerly get their stuff? 

Mr. Donne.ty. From the east, the satellite countries, and princi- 
pally Hungary. 

Mr. Taser. They got some from Rumania. 

Mr. DonneELLY. Some from Rumania. 

Mr. Taser. They got quite a lot from Yugoslavia. 

Mr. DonNELLY. Yuscenh and Czheslovakia as well. 

Mr. Taser. Do they not trade with Yugoslavia now? 

Mr. Donne.iy. They do, sir. They are bringing in some corn 
from Yugoslavia. The agreement with that country has been ex- 
tended. They will be able to get increasing quantities of corn from 
Yugoslavia, but they cannot depend upon the satellite countries. 
First, there is a shortage of foodstuffs, as you know, in the satellites, 
and, second, the trade agreements between Austria and the satellite 
countries have now reached the point where the satellite countries are 
in a very strong debit position to Austria, so Austria had to stop most 
of these, or until they are in a position to make up the deficit. 

More specifically, in 1950, 52 percent of their bread grains were 
imported and 41 percent of their sugar and 57 percent of the fats and 
o's from the United States. 


YOUTH ACTIVITY PROGRAM 


Mr. Gary. What is your youth-activities program now? 

Mr. Transtrum. Our youth-activities program for the coming 
year, 1953, will require no dollar expenditures at all, and about 60,000 
schillings. We have been successful in the course of the past couple 
of years in organizing what we choose to call good neighbor groups 
among the Austrian population, which is taking that burden over 
from. us, and is more or less run by them. We do advise them. We 
guide them and give them programs and facilities that we are able to 
provide, but they are pretty well taking that on. The AYA, the 
Austrian Youth Activities, are very similar to the 4-H Clubs in this 
country, and they are really youth groups of that category. 

Mr. Gary. What is Russia doing in that respect among the Austrian 
youth in their zone? 

Mr. Transtrum. They are doing quite a bit. We have some statis- 
tics on that to show you. 

Mr. Donnetiy. The Free Austrian Youth, a Communist organiza- 
tion, is principally organized in opposition to our program. Periodic 
youth demonstrations are held by this group in Vienna and in other 
Austrian cities. The Communists also conduct a tremendously 
successful kinderland with troops supervising games, and so forth. 
That is for the children. 

Of a total of 1,250,000 youths in Austria, approximately 417,000 
are members of youth organizations, principally sponsored by political 
and religious groups. 
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The Soviets and the Communists in Austria are very active in 
attracting youths to their installations, and I would say that they 
have been successful. 

They had a Whitsuntide demonstration in the city of Linz last 
week. One day there were approximately 6,000 in line, of which 
most were youths ranging from 7 to 15 vears of age. 

Mr. Gary. That seems to be true in Germany. The Soviets seem 
to be making better progress with their youth movement than in any 
other way. 

Mr. Donnetiy. They are concentrating on the youth, sir, and 
they are spending large sums of money in that effort. 

Mr. Gary. In so doing are they utilizing the old Hitler youth 
movement? 

Mr. Donnetuy. Yes, almost the same tactics. 

Mr. TrRANstruM. It is very striking to note in almost every dem- 
onstration conducted by the Communists a great majority are the 
younger people, children ranging from 10 to 11 years of age and on 
up, and unfortunately they seem to be the most militant of the group, 
more of the shock-troop type who are in front right behind the leaders. 

The Soviets are making great use of the youngsters in their dem- 
onstrations. 

Mr. Donne.iy. They are trying to penetrate the schools in the 
Soviet zone of Austria. They are public schools operated by the 
Austrian Government, and they are trying more and more to impose 
Soviet courses in the schools, and we are opposing that all along, as is 
the Austrian Government. They are not making much headway 
with the youth in Soviet zone. It is the youth in the cities that is 
very vulnerable. The youth living in the interior of the country is 
usually of a farm family. That youth goes to school and is under the 
influence of the family and they do not lend themselves to that sort 
of activity, but the Soviets are trying hard to influence them. 

Mr. Cievencer. Did I understand you correctly to say that the 
Communists have 6,000 in line in Linz at the American headquarters? 

Mr. Donne tty. It is not the Army headquarters. The Army 
headquarters is at Salzburg. 

Mr. CLevenGrer. Linz is in our area. 

Mr. Donneuiy. Yes. 


COMMUNIST YOUTH DEMONSTRATIONS 


Mr. Cievencer. Out of this 5 percent that they are estimated to 
have in Austria they could mobilize 6,000 youths in one line? 

Mr. Donne.tiy. Yes; one way they do that, sir—they operate 
approximately 350 factories and the oil fields. 

Mr. Taser. In our zone? 

Mr. Donnetuy. In the Soviet zone, and they move from the 
Soviet zone into our zone. 

Mr. Taser. How could they get 6,000 into our zone in line to 
parade? 

Mr. Donne.uy. There are always a number of Communists. 

Mr. Taser. Do we allow Communist parades in our zone? 

Mr. Donnetty. Yes. 

Mr. Taser. We do? 
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Mr. DonneE.ty. Yes. 

Mr. Taser. They do not allow anything like that in their zone. 

Mr. Donnetity. We have had Communist demonstrations. We 
have had our own parades in the city of Vienna. We have not had 
them in the zone. 

Mr. Taser. You have not had them in the Russian zone? 

Mr. Donnetty. No. 

Mr. Taxser. I do not see how that works. 

Mr. Donnetty. It works this way, sir: As I stated previously, 
we have delegated more and more authority to the Austrian Govern- 
ment, to the police, to maintain order and security in the country. 
We operate securitywise in the protection of our troops and our 
own interest. They, for example, in the case of Linz, applied to the 
Austrian Government for a permit to have a parade on Whitsuntide 
and the Austrian Government gave them the permit. They, there- 
fore, had the parade. The Austrian Government was responsible 
for it. 

Mr. Taser. The same thing does not work in the Soviet zone. 

Mr. Donne uy. No, sir. We have never applied to have a parade 
in the Soviet zone. We do not operate on that basis. We would not 
authorize a parade in the Soviet zone of Austria. The parade would 
be authorized by the Austrian Government, either through the 
political party or by the Austrian Government itself. 

There are more prodemocratic parades in the Soviet zone of 
Austria than in the French, British, and American zones, but they are 
handled by the Austrians. 

Mr. Crevencer. We always furnish the catcher instead of the 
pitcher in most of these areas of conflict m ideologies, it seems. We 
furnish the receiving end of the battery. 

Mr. Transtrum. I do not think we should overlook the fact that, 
in the city of Vienna, or in the Soviet zone cities, when the Peoples 
Party puts on a parade they parade with a great manv more people 
than the Communists can start out with, and the Socialist Party does 
the same thing. ‘ 

For example, on May Day, when the Socialists were holding their 
big rally in Vienna, they drew 100,000 people in a parade. The Com- 
munists could never get that many people, so the United States Gov- 
ernment cannot very well sponsor these parades, but the Austrian 
Government, which we support, does sponsor the parades, and they 
have big political rallies in the Soviet zone as well as in the city of 
Vienna itself. 

Mr. Donnetty. All of these parades by the Austrians and by the 
Austrian labor organizations are prodemocratic. The people in the 
Soviet zone of Austria are more prowestern, pro-United States, than 
in any other part of the country. 

In national elections, sir, the Communists get fewer votes propor- 
tionally in the Soviet zone than in any other part of the country. 


ADMINISTRATION 


Mr. Gary. The recapitulation of your administrative activities is 
on page 41. We will put the table in the record at this point. 
(The matter referred to follows:) 
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sa. 


Mr. Gary. Will you give us a brief résumé of that? 

Mr. TranstruM. The administrative activities consist of the Office 
of the Chief, the Budget and Fiscal Branch, the Personnel Branch, a 
Security Branch, and a General Services Branch. 

The function of the Budget and Fiscal Branch, of course, is to take 
care of all accounting and fiscal activities of the mission, including the 
accounting of the public affairs activities; including the commercial 
enterprises, such as the newspaper and the radio network. 

The Personnel Branch handles personnel matters for the entire 
mission. 

The Security Branch is responsible for the physical security, the 
security of the buildings and for screening potential employees of the 
organization. 

The General Services Branch is the group that provides the ordinary 
administrative services of housekeeping, supply, purchasing, and so 
forth. 

Those three groups make up the three activities of the budget. 


NUMBER OF PERSONNEL 


Mr. Gary. There is substantially no change in the number of 
personnel proposed for 1953 as compared with 1952? 

Mr. Transtrum. There is a slight reduction of 13 positions on the 
American staff and a reduction of 33 on the local Austrian staff. 

Mr. Taper. According to the table before us, you show an increase 
of two on the American staff and a decrease of one on the staff of 
those paid in schillings; that is the’table on page 41. 

Mr. Transtrum. I was speaking to the total over all. You are 
looking at the exhibit which deals with the administrative activity. 
There is an increase there, but that is offset by decreases in the other 
activities. 

Mr. Gary. That is what I asked you, the number of personnel in 
your administrative activity. 

Mr. Transtrum. I am sorry, I misunderstood your question. I 
thought you were referring to the over-all situation. 

Mr. Gary. No. Your administrative activity personnel remains 
approximately the same as it was; that is, you are requesting approxi- 
mately the same number of personnel for 1953 as you had for 1952. 

Mr. Transtrum. That is right. 

Mr. Wiper. Exactly the same, Mr. Chairman. 


RATE OF EXCHANGE 


Mr. Taser. Could you tell me what the rate of exchange was a year 
ago and what it is now? 

Mr. Transtrum. The rate of exchange is now 26 schillings to the 
dollar and it was the same a year ago. 


WAGE AND PRICE INCREASES 


Mr. Taner. Then why should we have an increase in the over-all 
cost of labor, and so forth? 

Mr. Transtrum. Since the Korean war started, sir, the cost of 
wages, salaries, has increased by approximately 40 percent; the cost of 
materials has increased approximately 60 percent. So that in January 
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of 1951, when we took over the local employees from the United 
States Army, the average salary was $600 per person, in schillings. 
The average salary of those employees today is approximately $1,100 
per annum in schillings. 

Mr. Taser. You mean that that has gone up 80 percent? 

Mr. Transtrvum. Yes, sir. 

Mr. Taser. And the cost of things has gone up 40 percent? 

Mr. Transrrum. Since the Korean war started approximately 60 
percent. 

Mr. Taser. But your wage scale has gone up 80 percent? 

Mr. Transrrum. It has since the time we took over from the Army 
in October of 1950. 

Mr. Tater. It would seem there was something out of line there. 

Mr. Transtrum. I might say that the 60-percent figure which 
applies to the cost of goods is taken from the time that the Korean 
war started in June 1950. The application of the rise to local salaries 
during the same period was approximately 40 percent, but the total 
rise from $600 per annum to $1,100 per annum covers a greater period. 
It goes back to October of 1950. 

Mr. Taser. That goes back to October of 1950 while the other goes 
back to June, which is further back. 

Mr. Transtrum. I did not make myself clear on the problem of 
the local employee. The Army had not given increases to the local 
employees, whom thev employed, from early in the spring of 1950, 
on the assumption that the State Department was going to take over 
and they did not like to go into the process of conducting quite 
exhaustive wage surveys prior to the taking over by State. The 
take-over time was originally set for first July, then August, and 
then it was finally postponed until October of 1950. 

By the time that we had taken the employees over from the Army, 
there was a great backlog of unpaid wages and salaries due them im 
accordance with the general price rise in the economy. 

We immediately set about making a study looking to pay our 
local emplovees the prevailing wage of the locality, and in order to do 
that, we had to raise our employees from $600 per annum to approxi- 
mately $938 per annum by the Ist of June 1951. 

Since that time there has been a 14-percent increase, in July of 
that vear; a 1.5-percent increase in October of that vear and then 
the annual accruals of within-grade promotions amounted during 
that period to about 4 percent. That brings it to the present rate 
of approximately $1,100 per emplovee. 

Mr. Potiack. I think you might add that that is comparable to 
salaries received by Austrians emploved in private enterprise. That 
is the prevailing wage rate now received by Austrian employees in any 
private organization in Vienna. 

Mr. Taner. Do you mean by that that your wage rate was below 
the average Austrian wage rate prior to that? 

Mr. Transtrrum. It was below the average Austrian wage rate 
until about May of 1951. 

Mr. Taner. That would mean that the largest part of the wage 
‘ate, with all of the factory employment by the Russians in Austria, 
is on a higher seale than that in the western zone? Is that what it 
means? 
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Mr. Transtrum. These are Government employees engaged in the 
activities of the high commissioner. They do not include factory 
workers, farm hands or white-collar workers engaged in private 
business. These are the employees of the high commissioner engaged 
in the radio network, the newspaper activities, the char people, the 
truck drivers, and so forth. 

In determining salaries we took similar activities in the city of 
Vienna, business activities and related the jobs and brought the wages 
up to what those were. To my knowledge we have no means im- 
mediately of telling how much the Soviet people pay their factory 
workers. 

Mr. Donne ty. Is it not true that wages in Austria are determined 
by wage-price agreements? There have been five wage-price agree- 
ments dictated by the Austrian Government. The last one was 
about 6 months ago. They make a survey of the cost of living, find 
out how much salaries are lagging behind the cost of living, and bring 
salaries up to that level. We are meeting that level. The Soviets 
are meeting it and, in the American zone, we are meeting it. In some 
cases, the industries in the American zone are paying higher wages 
than are being paid in other parts of Austria. But they are private 
industries. 


NUMBER OF PERSONNEL, AMERICAN EMBASSY, VIENNA 


Mr. Taser. How much of an expense is represented by the Ameri- 
can Embassy in Austria separate from this? 

Mr. Poutnack. In 1953 it will be approximately $630,000. That 
will include both Vienna and our consulate in Salzburg. I would say 
it would be about $450,000 in Vienna. 

Mr. Gary. That is paid out of State Department appropriations, 
and does not come out of this fund? 

Mr. Transrrum. That is correct. 

Mr. Potiack. That is correct. 

Mr. Taser. How many people do you have at the Embassy in 
Vienna? 

Mr. Pouiack. Fifty-three Americans and 62 local employees at 
the Embassy. 

Mr. Tangr. And there are some in addition to that? 

Mr. Pouuack. There are 9 Americans and 12 locads in our con- 
sulate at Salzburg, paid out of the regular appropriation of the 
Department. The totals are 62 and 74. 

Mr. Taser. Are any of these items included in the High Commis- 
sioner’s set-up contributed to in any way by the Austrians? 

Mr. Transtrum. No, sir; if you mean by that occupation costs, 
the answer is ““No.”’ The United States Government has received no 
occupation costs since 1947. 

Mr. Taper. You have a very great increase in a number of items 
here. You have an increase of about a million dollars, or more than 10 
percent, in your over-all cost and as compared with the previous year, 
1951, it is an increase of $3.5 million, or about 60-percent increase. 
That is quite an elaborate increase. Many of these items are increased 
considerably. 

Your domestic salaries run up from $89,000 to $143,000. 
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Your public affairs set-up runs from $2,480,000 to something like 
$4,300,000, an increase over all of about 80 percent. 

Your non-salaried-operating expense runs from $1,500,000 up to $2 
million, or an increase of 33 percent. 

Your allowances seem to be very liberal. They jump from 
$2,300,000 to $3,400,000. 

Your personal service item jumps from 1951 to 1953 from $2,300,000 
to $3,200,000 and the numbers from 1,585 up to 1,911. 

Those are very substantial increases. 

Mr. Transtrum. Were you just quoting the difference between 
1951 and 1952? 

Mr. Taper. 1951 and 1953. 

Mr. Transtrum. In 1951 the State Department took over from the 
Army—in October of that year. During that year the appropriation 
was more or less a support program to the main activities of the Army 
in Austria. There were a number of activities which were paid out 
of the Regular Army appropriated funds which should probably have 
been charged to the GOA activity, but it is difficult at this time to 
go back—and it would have been difficult even at that time—and 
actually pinpoint what these services were. 

We do know, however, that the Quartermaster Corps of the Army, 
for example, was doing a lot of logistical support for the GOA pro- 
gram, as a part of its regular appropriated activities under the Depart- 
ment of the Army. The Quartermaster Corps was doing a lot of 
warehousing for this program out of the regular funds of the Army, 
and a great deal of transportation was handled by the regular service. 

We have tried to break that out, insofar as we possibly could, to 
show the actual picture. But with this being such a very, very small 
part of the full Army expenditure in Austria in 1951 it was very 
difficult to do that. 

As has been explained here, there have been some very substantial 
wage and price increases which have taken their toll and also, we went 
into quite an elaborate expansion in public affairs activities. The 
radio, especially, has been increased. The Army had already placed 
orders for a new transmitter before we took over, but we bore the 
expense of the program expansion attached to it. We have tried to 
increase all of our cultural affairs activities and the public affairs 
activities as a whole. 

(The following information was submitted to the committee later:) 

The following additional comments on the Congressman Taber’s remarks 
concerning the increase in 1953 over 1951 (as shown on p. 38 of the budget doc- 
ument) were offered by the Department of State to clarify the record. 

Domestic salaries.—The 1953 estimate of $143,800 represents actually a smaller 
domestic program than the $89,575 in 1951. In 1953 there will be one less posi- 
tion than in 1951. The 1951 amount represents the cost of 30 positions heavily 
lapsed to take into account the fact that these positions were not authorized until 
after one quarter of fiscal 1951 had elapsed (the Department of State having 
taken over responsibility for the civil affairs program in Austria on October 16, 
1950), and lapsed to take into account the recruitment lag. If the same condi- 
tions applied in 1951 as apply today (i. e., pay increase for American employees 
under Public Law 201 enacted October 24, 1951, and effective July 1, 1951, 
within-grade salary advancements, lower lapse rate), the 1951 amount would 
be $153,437 instead of the amount of $89,575 shown in the budget document. 

Allowances.—Congressman Taber quoted the amounts of $2,300,000 and 
$3,400,000 as the allowance estimates for 1951 and 1953, respectively. The figures 
quoted are the combined salaries and allowances estimates. That part attribut- 
able to allowances is $30,800 in 1951 and $224,752 in 1953 (now reduced to $100,162 
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because of the elimination of the hardship differential for Vienna). The 1951 
amount is lower because there were more Government-leased quarters in 1951 than 
at present, thus less people drawing quarters allowance, and the average em- 
ployment was lower due to the recruitment lag when the Department of State 
assumed the civil affairs responsibilities in Austria. The 1951 amount also ex- 
cludes the considerale price increases for rents and utilities that were effective in 
1952 thus increasing allowance payments in 1952 and 1953 to more closely the 
maximum amounts permissible. 

Public affairs program expense.—The 1951 amount paid from GOA funds was 
$2,486,273 compared to the 1953 estimate of $4,318,104. The 1951 amount is 
considerably lower because it excludes approximately $300,000 of expenses 
financed from other than the GOA appropriation, which in 1952 and 1953 are 
contained in this appropriation. It also excludes the great price increases that 
were effective in 1952. This latter amounts to approximately $800,000. The 
remaining $700,000 represents a net increase in program activity in 1953 over 
1951. The program increase is primarily in the radio program and the pamphiet 
and book programs. 

Nonsalary operating expenses.—The increase from $1,541,395 in 1951 to 
$2,005,650 in 1953 is due almost entirely to price increases that were made effective 
in 1952, 

Overseas personal services.—Congressman Taber quoted the number of personal 
services in USCOA as 1,585 in 1951 and 1,911 in 1953. These figures represent the 
man-year or full-time equivalent of positions overseas financed from GOA funds. 
An indication of the size of the program, however, can be had by comparing the 
total number of positions in 1953 with the number in 1951. These are 1,922 and 
2,100, respectively, or a decrease in 1953 of 178 positions. ‘The decrease is even 
greater if there is taken into account the 226 positions on the civil affairs functions 
which were financed in 1951 from other than GOA funds, but which functions in 
1953 will be financed from GOA funds. 

Total program increase-—The combined dollar-schilling increase as shown on 
page 38 of the budget document is an increase in 1953 over 1951 of $3,506,670. As 
a result of the elimination of the hardship differential in Vienna of $124,590, the 
total increase over 1951 is $3,382,080.. Approximately 62 percent of this amount, 
or $2,080,000 represents wage and price increases that went into effect in 1952 
and carried into 1953. Approximately $400,000 represents programs which were 
financed by other than the GOA appropriation in 1951 but which are financed by 
GOA in 1953. The remaining $900,000 represents net actual program increases. 


BROADCASTING ACTIVITIES 


Mr. Taser. With reference to your radio activities and the people 
who get up your broadcasts, are they the people who operate the so- 
called Information Service in the State Department? 

Mr. TranstruM. We take advantage of a great deal of material 
which they send to us. Our daily programs, however, are organized 
right there py the staff in Austria. 

Mr. Taser. Do you have a continuous broadcast all day long—or 
what do you have? 

Mr. Transtrum. We broadcast 19 hours and 45 minutes a day, 7 
days a week. 

Mr. Taser. And who gets up the material for the broadcast? 

Mr. Transtrum. The greater part of it is done by the local staff 
right in Vienna. 

Mr. Taser. What sort of people are they? 

Mr. Transtrum. We have people who have been sent over from 
the Department of State, recruited through the normal processes of 
the Department of State, who have had extensive radio experience 
here in this country; that is the American staff. 

Mr. Taper. They are the ones who get up the broadcast? 

Mr. Transtrum. That is right, sir. And they are assisted by 
Austrian employees who are outstanding in the field of radio and 
entertainment in Austria. 
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Mr. Taser. What sort of screening is there of those people, as to 
their previous activities, and so forth. 

Mr. Transtrum. We have a complete security check made on 
every individual, every Austrian employee who works for the United 
States Government in Austria. If I might go off the record for a 
moment, Mr. Taber? 

Mr. Taper. Yes. 

(Statement off the record.) 

Mr. Transtrum. We think we have just as complete a check as 
we can possibly get. 

Mr. Taner. 1 know that they do not have any in Germany. I 
know what the situation is there. I do not know very much about 
the Austrian situation. 

Mr. Transtrum. Every employee who goes on an American pay- 
roll in Vienna has a complete security check. 

Mr. Taner. You are satisfied that you are getting loyalty under 
this set-up? 

Mr. Donnatuy. Very much, sir. 

Mr. Taser. I know that they are not getting it in Germany and 
that is what impels me to ask. 

Mr. DonneE.ty. Our situation is that at least 93 percent of the 
Austrian people are definitely pro-Western. That leaves a margin 
of 7 percent—it is probably nearer 5 percent—that are pro-Soviet 
or pro-Communist. That is a very interesting figure in an area that 
is occupied by the Soviets. Although almost half of the country 
has been occupied by the Soviets since 1945 they have not been able 
to go beyond that point. 

Mr. Gary. Will you make some explanation of the schilling-avail- 
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ability table on page 37, which has been inserted in the record? 
VOICE-OF-AMERICA BROADCASTS 


Mr. Donnetiy. May I make one observation at this point, return- 
ing to the point raised by Congressman Taber in connection with 
shortwave reception? 

Mr. Gary. Yes. 

Mr. Donnetiy. What happens is that we pick up, shortwave, the 
Voice of America out of Munich, and we put it over our radio system 
in Austria, which overfiows into the satellite countries, 

Mr. Taser. Do you screen it at all? 

Mr. Donnetty. No, sir; it does not require much screening—that 
type of program. We broadcast about one hour a day from the Voice. 
The British radio in Austria also picks up the Voice and gives it about 
a half an hour a day. The French pick it up as well. 

We pick up the Voice in Munich and put it on our red-white-red 
system for Austria, and that overflows into the satellite countries. 
So that the Voice coming out of Munich goes all over Austria. 

Mr. Perkins. May I add a comment on that, Mr. Chairman? 

Mr. Gary. Yes. 

Mr. Perkins. Without trying to minimize the great advantage of 
long-wave radio both in Austria and in the neighboring countries, 
I do want to point out that from the information I get from our 
people, the short wave has also been very effective. We had a meeting 
recently of the various ambassadors at the various missions, in Paris. 
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They all testified to the effectiveness of the Voice. It is hard to 
get statistics, of course, but I think probably the best evidence as to 
the effectiveness of the Voice is the number of efforts that the Com- 
munists themselves make to jam it, and they would not do that if it 
were not being listened to. 

I think that even though the long wave is extremely effective, the 
short wave is also a very useful thing. 


SCHILLING AVAILABILITY 


Mr. Gary. Will you now explain the schilling availability table? 

Mr. Transrrum. In 1953 we hope to have schilling resources avail- 
able to us from four sources. One is revenue from public-affairs 
activities, including such sources as receipts from the sales of news- 
papers; radio-license fees, and so forth, in the amount of $1,384,088 
worth of schillings. 

Mr. Gary. That is revenue that you take in from various opera- 
tions? 

Mr. Transtrum. That is right, sir. We sell the newspapers on the 
streets at 70-groschen a newspaper. We have commercial advertising 
in the newspaper and over the air. This is income that we get from 
those types of activities. 

Mr. Taser. That is in Vienna? 

Mr. Transtrrum. That is all over Austria. We have worked out 
an arrangement with the local MSA mission to have them join with 
us in our public affairs activities. We expect to have them contri- 
bute out of the local currency in 1953 the schilling equivalent of 
$601,519. 

The third source is yet undetermined; that is, what has been in 
the past the 5-percent counterpart schillings from the ERP funds 
which have been deposited back as surplus in the Treasury. We have 
no indication at the present time what that will amount to in 1953, 
so we have left that blank. There probably will be something, but 
we do not know what it will be. ‘he. 


SURPLUS PROPERTY CREDITS 


We are asking for the first time this year concerning the amounts 
which we might get from surplus property credits which might be 
made available without dollar offsets. There are at the present time 
approximately $8,211,514 worth of surplus property credits in Austria, 

If all of these sources come through as expected, we would have 
available during 1953 $15 million—— 

Mr. Gary. What is that, prior-year balance available? 

Mr. Transrrum. That is the amount now available, in schillings, 
to us which can carry over into 1953. So if all of these sources come 
through in what we estimate them to be, we will have available to us 
in 1953, $15,143,884, of which our budget would draw off $6,211,893, 
leaving for subsequent years’ usage $8,931,991. 

Mr. Taser. In other words, you would be building up the reserve 
of schillings by 100 percent pretty nearly? 

Mr. Transrrum. That is, if the surplus property credits are made 
available to us this coming year. 
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Mr. Wiizer. Actually we would not draw down against our 
surplus property account until the schillings are actually needed; so 
I think this table would be a little more accurate if we did not show 
those as being drawn ail at one time, and then show the balance to 
be carried over the following year. 

Mr. Gary. The situation is, in drawing down these schillings from 
your surplus property accounts, you do have to take into consideration 
the local economy; is not that correct? 

Mr. Wiser. Yes, sir; that is a factor in the soundness of the local 
economy. 

Mr. Gary. That was stated yesterday in connection with Germany. 
Commissioner McCloy said that he did not think they could afford to 
draw down more than a certain amount, because if they did, it would 
have an adverse effect on the local economy and they did not want to 
take any chances on that. I suppose the same situation holds here. 

Mr. Donnetiy. That is definitely our plan in Vienna. We have a 
plan of cooperation with the Austrian Government looking to an anti- 
inflationary program and after months and months of negotiations 
they have agreed to do certain things to stop inflation. 

Mr. Taser. Your prior-year balance plus your operating revenue 
would be as much as your estimated expenditures without any help 
from surplus property credits or mutual security agency reimburse- 
ments. 

Mr. Gary. That is true. That means that they would not have 
to draw down any of them. 

Mr. Taser. That means that you do not need to have any of those 
things at this time. 

Mr. Transtrum. May I make a statement off the record, Mr. 
Chairman? 

Mr. Gary. Yes, 

(Statement off the record.) 


POWER PRODUCTION AND DISTRIBUTION 


Mr. Taser. Will you submit for the record, if you can, a statement 
of the capacity of your power plants within the western zone of 
Austria and the percentage of that capacity that goes into Vienna and 
into the Russian zone, as well as the percentage of the capacity that 
is produced by water power and that which is produced by coal. 

Mr. DonnELty. Yes, sir; that might take a little time, because we 
would have to get that, I believe, from Vienna. I do not believe the 
breakdown is available in Washington. 

I can say now that at least 75 percent of the electricity consumed 
in the Soviet zone and in Vienna comes from the west; and that is 
hydroelectric. That is under our control in the west. 

(The following material was supplied later:) 

The total electric power produced in Austria in 1951 was 7,300 M kw-hr., of 
which some 22 percent, or 1640 M kw., were produced by thermal plants and 78 
percent, or 5,660 M kw., were produced by hydroelectric plants. Of the total 
power produced in Austria, some 860 M kw. were exported and 50 M kw. were 
imported, leaving for internal consumption 6490 M kw. 

The city of Vienna consumed approximately 20 percent of this total, or 1,300 
M kw. The three western zones consumed 70 percent, or 4,550 M kw., and only 
10 percent was consume. in the Soviet zone, approximately 640 M kw. 
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Within the city of Vienna there are two steam power plants, which produced 
approximately one-third of the electricity consumed in the city, ‘with the remain- 
ing two-thirds being supplied by power plants located in the British and American 
zones. 

Mr. Taser. Is this power something that existed prewar, or is it 
something that we have put in since the war? 

Mr. DonneEtty. It is prewar and has been expanded since the war 
largely through ERP and MSA funds. We have a table here which 
may give you some of this information. 

Mr. Taner. I was interested in the whole picture of the western 
zones combined. 

Mr. Donnetiy. We have it for all of Austria. We will break it 
down for you for the record. 


SOURCES OF COAL 


Mr. Taser. Where does the coal come from for Austria? 

Mr. Donne tty. There is some coal produced in the American zone, 
some in the British zone, but there is a very substantial deficiency in 
coal and consequently Austria must import coal. That becomes a 
very important item of import. 

Mr. Taper. In the old days it used to come from Poland, did it 
not? 

Mr. Donne tty. It came from Poland and some from Czechoslo- 
vakia; but principally from Poland. About a year and a half ago the 
Poles doubled their price of coal from about $14 per ton to $28 per 
ton and made it more difficult for Austria to get coal. Consequently 
Austria had to turn to us and for a period of a year or so imported 
coal from the United States, which is put down in Vienna and Salzburg 
at about $40 a ton. 

Imports of coal from Poland are improving, so there is less need for 
importing it from the States, but they are still importing from the 
United States and probably will have to for some time. They do not 
know from day to day when the Poles will cut off their shipments. 

Mr. Taser. Does most of the imported coal go into the Russian 
zone or into the western zone? 

Mr. Donne tty. It goes into all Austria. It goes into Vienna 
mostly for the industries and for the railroads. 

Mr. Taser. Did we furnish coal to go into the Russian zone? 

Mr. Donnetuy. No, sir. We have given absolutely no aid to the 
Soviets and the Communists in Austria. We keep a very close check 
of our operations and of all MSA expenditures. 


NUMBER OF VEHICLES 


Mr. Gary. What use do you have for 154 automobiles? You have 
206 Americans and 154 automobiles. That is an automobile for an 
average of 1.5 United States employees. 

Mr. Transtrum. I can give you a breakdown on those vehicles. 
The great part of them consists of trucks, not passenger-carrying 
automobiles, but trucks which are utilized in the public affairs activity. 
There is the daily distribution of newspapers throughout the city, 
throughout the zones. That is handled largely by truck. Those are 
part of the 154 which you mentioned. This is the breakdown. 
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We have two large passenger cars, limousines. 

We have 26 passenger-carrying sedans. They are used on the usual 
oflicial business of the mission. They are also used to send lecturers 
out to small towns under the public affairs program and to haul small 
groups of people who are engaged in information center activities. 

We have six station wagons which are used exclusively in public 
affairs activities for hauling radio equipment, and so forth. 

We have three small busses which we took over from the Army, 
which we use to haul students from their schools down to our Cosmos 
Theater, which is also part of the information center. 

We have 40 jeeps which were taken over from the Army. They are 
used for the usual jobs of maintenance of buildings, and so forth. 


TRUCKS FOR NEWSPAPER DISTRIBUTION 


We have 30 quarter-ton Opal trucks that are used exclusively in the 
distribution of newspapers. We have five larger Opal trucks which 
are used in the distribution of the newspapers. 

Mr. Taner. How can you use so many trucks for the distribution of 
newspapers? What circulation do you have? 

Mr. Transtrrum. One hundred and thirty-five thousand copies 
daily. 

Mr. Taser. And you are using how many trucks to distribute 
those—about 75? 

Mr. Transrrum. No, sir; 35 trucks. 

Mr. Taser. That comes to about 5,000 that are distributed by 
each truck, is that right? 

Mr. Transrrum. That is about correct. 

Mr. Taser. That is not a very heavy burden. 

Mr. Transrrum. But you have to hit them on the streets at about 
the same time, get them all out at one time, or else the papers will 
not sell. 

Mr. DonneE.LLy. Some of these trucks go into the other zones of 
Austria. They may be taken 150, 200 miles from Vienna. 

Mr. Transtrum. These trucks do run out through the Soviet zone, 
the British zone, and the French zone for distribution there. 

We have seven larger trucks which are used for hauling supplies, 
building materials and for transporting workers from one location 
to another. 

Mr. Donnetiy. We find it necessary, sir, during certain periods 
of tension in Vienna, to transport our employees, particularly the 
Americans, from the office to their home. If the Communists are 
putting on demonstrations along the normal lines of travel, it would 
be a very risky thing for our American employees, and particularly 
the girls, to be exposed to such a danger. Biesiite such a period we 
take those people back and forth in cars. 

Mr. Transtrum. The MSA furnished us with five station wagons 
as part of their contribution to our public-affairs activity. We main- 
tain them. They furnish them, but we maintain them. They also 
provided us with two sound trucks which they own but which we 
maintain. That is a total of 154. 
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REPLACEMENTS REQUESTED 


Mr. Gary. You are not asking for any new ones? 

Mr. Transtrum. We are not asking for any new ones, sir, out of 
dollars. We are going to try to buy some with schillings. 

Mr. Gary. But those are replacements; you are not asking for any 
additional? 

Mr. Transrrum. That is correct. 

Mr. Gary. You are asking for 50 replacements? 

Mr. Transtrum. That is right, sir. 

Mr. Gary. What type are you replacing? 

Mr. Transtrum. We are replacing mostly the delivery-type trucks 
for public-affairs activities. 

Mr. Gary. Are you doing that in accordance with the plan that 
has been adopted by most Government agencies of replacing vehicles 
according to age and mileage? 

Mr. Transtrum. Our vehicles average 11 years of age. That is 
what accounts for the terrifically high upkeep. As you probably 
know, the Vienna streets are rather rough, cobblestone streets, which 
makes for rough wear. Those vehicles have been in that country for 
about 7 years and some were in use before that. So that the cost of 
upkeep is very high. 

LANGUAGE CHANGES 


Mr. Gary. Are there any material changes in language? 

Mr. Transtrum. I| believe only one, having to do with surplus 
property credits. That is the only change of any significance. We 
have a few changes such as those that apply to Germany. 

Mr. Gary. The one change you refer to is that permitting you to 
use these surplus property credits? 

Mr. Transtrum. That is right. 

(Discussion off the record.) 

Mr. Gary. Thank you very much, gentlemen. 


Tuespay, JUNE 3, 1952. 
MUTUAL SECURITY PROGRAM 
WITNESSES 


OFFICE OF THE DIRECTOR FOR MUTUAL SECURITY 


W. AVERELL HARRIMAN, DIRECTOR FOR MUTUAL SECURITY 
LINCOLN GORDON, ASSISTANT DIRECTOR FOR POLICY AND PLAN- 


NING 
JOHN E. MURPHY, COMPTROLLER 


DEPARTMENT OF DEFENSE 


MAJ. GEN. GEORGE H. OLMSTED, DIRECTOR, OFFICE OF MILITARY 
ASSISTANCE 


Mr. Gary. The committee will come to order. 

We have the pleasure of having with us this morning the Director 
of the Mutual Security Program, Hon. W. Averell Harriman. 

Mr. Harriman, we will be very glad to hear from you at this time. 
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GENERAL STATEMENT 


Mr. Harriman. I appear before you today in support of the request 
of the executive branch for funds to carry on the Mutual Security 
Program during the next fiscal year. 

Because the amounts involved are very large and because there is 
compelling urgency about this appropriation, I feel that it is necessary 
to recall very brieffy why this request is before you. 

The basic reason is that the lives and homes of our citizens and our 
existence as a free nation are threatened by a world-wide conspiracy. 
We did not create this threat; we did not ask for it; we did not en- 
courage it. But it is a fact. 

We know that this threat is raised by a small group of ruthless and 
resourceful men, backed by highly mobilized power. We know that 
this threat is at once military, economic, political and psychological— 
that in each free country at this very moment it takes the form best 
calculated to subvert, to intimidate and to destroy. We know that 
the threat is total—both in the sense that it is global and in the sense 
that it ruthlessly employs every weapon in the arsenals of military, 
political, economic, and psychological warfare. 

There are some people who apparently are prepared to gamble on 
Soviet intentions—to take the appalling risk that the Kremlin may 
not extend the use of force, or that it will fail in its plans for internal 
aggression, or that it really is not interested for the moment in this or 
that area of the world. These people ask us to cut down the size of 
our program or limit it geographically or confine it to one or another 
aspect of the total threat of the Kremlin conspiracy. They appear to 
be willing to gamble American lives and the existence of a free America 
on a guess as to the exact and immediate intentions of a clique of men 
who plan in the darkest secreey—men who might again strike any- 
where, at any time, with any one of a wide range of weapons. 

I think there is a rea] question whether we are doing enough. But 
my purpose today is to try to show clearly that the funds we are 
requesting for the Mutual Security Program are desperately needed as 
a crucial part of an effort consistent with the mimimum dictates of 
national survival. Our effort is limited to high priorities and directed 
toward areas of critical importance so we can deal with first things 
first. 

As you know, the Mutual Security Program comprises direct 
military assistance in the form of finished military equipment for our 
allies and associates, the largest share going to our partners in the 
North Atlantic Treaty; defense support in the form of raw materials, 
fuels, and other essential imports required to make possible the full 
military efforts of our European associates; economic and technical 
assistance in southeast Asia, also closely related to defense necessities 
in that region; special economic assistance to help meet the explosive 
problems created by Arab refugees and the influx of immigrants into 
Israel; and technical cooperation, supported by related commodity 
supplies, for promoting urgently needed economic improvement under 
the point 4 concept in south Asia, the Near East, Africa, and Latin 
America. The details of the program, including an analysis of the 
request for funds in each of its segments, are set forth in the budget 
estimates volume which has been submitted to the committee. 
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I want to try to show you that all the way through the evolution 
of this program we have been aiming, perhaps too intensively, at 
minimizing the drain on our national resources, restricting the appro- 
priations for which would have to ask the approval of this committee, 
and building into the program every ei guarantee of economy 
that is consistent with our security interests. 

First of all, the Mutual Security Program is designed for peace. 
would not be guilty of putting a dollar sign on the question of peace 
or war, but it is obvious that if we were forced into war, the cost to 
us and the destruction would be vastly greater than the sums now 
contemplated for all our national security program, including the 
present request. 

Secondly, the very concept of mutual defense—of building balanced 
collective forces rather than separate national armies—is aimed 
directly at the most efficient and therefore most economical use of 
the combined resources of the free world. With our NATO allies, 
our economic strength is between three and four times that of the 
Soviet bloc, while if Western Europe’s resources fell into the hands of 
the Kremlin the balance would be about even. The contribution 
that we propose to make to Europe will make it possible for our allies 
to put forces under arms larger than our own—at about one-tenth 
the cost of our own military budget. The alternative is to reduce the 
United States to a garrison state, deprived of bases of inestimable 
strategic value, cut off from vital sources of raw materials, and suffer- 
ing the prodigious and exhausting cost of trying to go it alone. The 
alternative is to deny our young men well-equipped allies, ready and 
willing to stand with them in the cause of freedom. This would 
mean reserving to our young men the exclusive privilege of fighting 
for freedom in the world. Only by sharing the load with strong allies, 
only by making the capital investment to build a mobilization base in 
Europe as well as in the United States can we hope to get over the 
hump on the defense program, reduce the burden on our own resources, 
and direct our expanding economy along more constructive lines. 

Thirdly, our allies are sharing the burden with us and some are 
making far greater sacrifices than we are. 

An increasing portion of the defense equipment needed by allied 
troops in the NATO command is being produced with European 
resources. This is one of the elements in their defense efforts which 
requires American assistance in the form of essential commodity 
imports for which they cannot earn the necessary dollars while 
carrying on an intensive military build-up. These defense-support 
funds are well spent from the viewpoint of economy because every 
dollar of defense support produces between two and three dollars’ 
worth of defense effort abroad and the real benefits are even larger 
because of the very low rates of troop pay and maintenance costs in 
the other countries. In this way, too, we have designed this program 
to achieve maximum results at minimum cost. 

I want to describe for you the steps through which we arrived at 
the actual figures originally presented to the Congress, taking as an 
example the evolution of the military and defense support funds for 
the NATO program, which account for about two-thirds of the total 
request. 

The first step in drawing up requirements was, of course, a strategic 
plan and corresponding force targets developed by the NATO military 
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authorities. It became clear that the force targets had to be recon- 
ciled with the economic and financial capabilities of the NATO 
countries. ‘This was the task set by the North Atlantic Council for 
the temporary committee of which I was chairman and on which I 
had the expert assistance of a strong international military staff led 
by Gen. Joseph T. McNarney. 

General MeNarney’s staff, working in daily contact with SHAPE, 
applied the scalpel first to the force plans to eliminate any duplication 
in forces and any projected forces serving low priority objectives; 
then to the equipment requirements for the rem: uning high priority 
forces, to make sure the troops received only the equipment necessary 
to do the kind of job they would be called upon to perform under the 
defense plan; then to the nonmatériel costs. 

Even after hard-headed and ruthless cutting, the sights had to be 
raised on economic capabilities and most of our partners increased 
their defense contributions. 

The resulting program fell short of the targets called for by the 
NATO military authorities, endorsed by General Eisenhower, and 
approved by our own Joint Chiefs of Staff. In fact, this program only 
covered the hard core of high priority forces with a minimum of in- 
dispensable equipment. It was agreed that equipment would flow 
in accordance with priorities recommended by SHAPE and other 
NATO commands to units organized and trained to combat readiness. 

This program was finally approved by the North Atlantic Council 
in February of this year and became known as the Lisbon plan. 

But that was not all the scrutiny given to the requirements under 
the Mutual Security Program. The United States military missions 
abroad screened the detailed requirements for end items against what 
ach country had on hand or could produce itself. The adjusted re- 
quirements were then checked by our European headquarters to see 
if any of the requirements of individual nations could be filled by 
other members of the alliance. At the same time the MSA missions 
made sure that the defense support estimates contained only the re- 
quirements that our European partners were not able to meet from 
their own resources. After that, the screened estimates were gone 
over once more in Washington and meshed with procurement. re- 
quirements for our own defense program. 

Finally, the whole Mutual Security Program was reduced once more 
before submission to the President by the Bureau of the Budget in 
weighing it against all competing budget requests for our national 
defense and other essential purposes. 

After this process we were convinced that nothing more could be 
squeezed out of the program without seriously delaying our defense 
build-up. We still feel that way. 

As I indicated before, the Soviet threat is with us day and night and 
everywhere. That is ve we are obliged to ask funds to bolster the 
defenses of other areas—places like Indoc hina, where hot war already 
in in progress, places under constant threat and pressure like Tran, 
points of strategic importance like Formosa, and areas whose added 
strength would make great contributions, and at relatively little cost, 
to our total security, like Latin America. The military and defense 
support we propose to give to these nations and areas has also been 
subjected to rigorous screening. 
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But the military threat is only half the story. The Soviet masters 
have made clear the plans and tactics by which they hope to conquer 
through internal subversion. ‘That is why there are also included in 
this Mutual Security Program minimum but essential requests for 
funds to help other people help themselves to make their own countries 
secure against the threat from within. 

In the Near East, in Asia, and in Latin America we are attacking 
at their source the common conditions of hunger, disease, and want 
which, if left unchecked, could deliver into Communist hands large 
parts of the world on whose resources our own security directly de- 
pends. ‘The methods which we apply vary according to the need. In 
Formosa, we are bolstering an economy, straining under the burdens 
of a high level of military activity and an abnormally swollen popula- 
tion. In India, where the specter of what happened to China hangs 
over 360 million people, we are helping to solve, through increased 
production, a food problem which is crucial to the survival of freedom. 
These and other underdeveloped areas are producers of vital raw ma- 
terials. We are helping to expand production of these materials be- 
cause it contributes to their economic development and because we 
and other nations of the free world need them not only to carry the 
extraordinary burden of defense, but to maintain an expanding econ- 
omy. And we are doing something more in these areas: we are dem- 
onstrating that it is we of the free world who offer genuine and realistic 
opportunity for peaceful advancement. 

I feel sure that the American people wholeheartedly approve the 
program of technical and economic assistance that we propose for un- 
derdeveloped areas and the nations struggling with new statehood. 
They approve them on humanitarian grounds and on grounds of eco- 
nomic self-interest. But these parts of the program are also as basic 
to our security as the military shield in meeting the total threat of 
communism. Once again we have designed our programs of assist- 
ance with a view to economy-—trving, again, to provide only the 
critical margin needed to make efficient use of resources in the coun- 
tries concerned. Here, too, our contributions have a multiplied effect. 

The various items in this program-—military, defense support, eco- 
nomic, and technical—are not miscellaneous and unrelated; they are 
parts of an integrated whole which also includes the funds that have 
been voted for our own national forces. 

They must also be considered in relation to other important factors 
that have a vital bearing on our national security. I am referring 
especially to the progress that has been made toward European unifi- 
cation. What we have been doing has contributed greatly to this 
progress and to the integration of Western Germany into the new 
community of Western Europe. Further progress is directly related 
to the question of how fully we carry out our part of the Lisbon plan. 

We can be confident that these related programs are on the right 
track for the simple reason that we have proof of it. Since 1950, our 
partners in the North Atlantic Alhance have doubled their defense 
budgets. The number of men actively under arms in Europe has in- 
creased by half a million—doubling the number of organized combat 
divisions. At the same time their combat effectiveness has been 
greatly enhanced. European production of military equipment is 
steadily and rapidly increasing. Astonishing progress has been made 
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toward European unification—progress that wouldihave seemed un- 
thinkable a few years ago. 

This program is working. It has gained a momentum that I think 
has thrown the Kremlin off balance. The trend that we have set in 
motion has brought new confidence in the free world—the indispensa- 
ble element of morale that is generated by and in turn creates in- 
creasing strength, security, hope, and unity. The historic choice 
before us is whether we are going to maintain our momentum, or, 
through hesitancy, risk a reversal of this trend toward security and 
peace. 

I repeat that it is my sincere conviction, based on long experience 
and detailed study, that the mutual security program originally 
presented to the Congress was the minimum program on which I 
believe we should risk our future. I further believe that any cuts will 
cost us more in thelongrun. Both Houses of Congress have disagreed 
with those judgments and have made heavy cuts in the amount of 
authorized funds. 

It is possible only to illustrate—not to specify at this time—the 
effect on the program of the cuts already made. The effects cannot be 
specified because the distribution of the cuts already made by either 
House can only follow a careful reprograming job to assure that the 
program is properly balanced to minimize the losses in strength and 
security. 

But certainly these reductions will weaken our collective defense; 
the European forces alongside ours will have less fire power and less 
air cover; the danger from Communist forces in Indochina and Malaya 
will be increased ; Formosa will be more vulnerable; the forces opposing 
communism in Asia and the Near East and Latin America will be 
weakened. ; wy 8 

Take the case of Europe. As originally presented, the end-item 
program would, together with funds previously availabie, have filled 
the deficiencies in types of equipment furnished by the United States 
for all the European ground divisions being raised in 1952 under the 
Lisbon agreement, together with part of their ammunition; it would 
have furnished a part of the long production lead-time items required 
for additional forces in 1953; it would have provided a large part of the 
fighter-bombers; and it would have provided essential equipment for 
naval units committed to the NATO defense plan. 

The Senate cut in our direct military contribution to Europe of over 
15 percent is equivalent to the loss of equipment for approximately 
three ground divisions. I say “equivalent” because this is only an 
illustration of one way in which the reduction might be absorbed. 
Some of the witnesses who will follow me before your committee will 
be able to give you examples of what a specific reduction means if 
applied to a specific segment of the military program. 

With respect to defense support, I can also indicate in general terms 
how the reduction will affect the tempo of conscription, training, and 
production for defense in Europe. The defense support originally 
requested for title I would have made it possible for the “Lisbon plan” 
countries to achieve a total defense effort of close to $14 billion. We 
have calculated that from a purely economic standpoint, the absence of 
this defense support would make it impossible for these countries to 
reach more than $10.6 billion worth of military effort next year—less 
than they are doing this year—and that the political and psychological 
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effects, if defense support were withdrawn, would result in a consider- 
ably lower figure. ‘The difference between what they could do with 
defense support and what they might do without it is between two 
and three times the amount of defense support we requested—on the 
average, defense support had a “multiplier” effect of about 2% times 
its own value. With low rates of troop pay and low maintenance 
costs in Europe, the military value of each dollar’s worth of European 
military effort is a good deal larger, in terms of effective forces added, 
than even this ratio suggests. In military terms, the additional 
European defense expenditure made possible by United States defense 
support would be equivalent to 10 full ground divisions with the 
European-produced half of their initial military equipment, plus 750 
front-line aircraft, plus about 70 minesweepers and destroyer escorts. 
Reducation in defense support funds mean an approximately propor- 
tional reduction in those divisions, planes, and ships. 

The cuts imposed by the Senate in the enabling bill may not require 
a significant reduction in the numbers of units raised under the Lisbon 
plan by the end of 1952, but they will delay the time by which these 
forces are combat ready. ‘Their heaviest impact will be felt in the 
reduction of the build-up for 1953 and beyond. The Lisbon plan does 
not and cannot stop at 1952. Only with the further build-up—in 
which the European Defense Community and especially its German 
contingents are scheduled to play a major part—can minimum 
security be achieved for Western Europe. Any further cut either in 
end items or in defense support—and the cuts made by the House 
clearly fall into this category—would call into question the very basis 
of the strategic plans which General Eisenhower has helped develop 
and which General Ridgway is to carry forward. 

I have described how the Mutual Security Program has been 
screened and rescreened, and how the requests submitted to the 
Congress represented the Administration’s considered judgment of 
the barest minimum of high priority requirements for which new funds 
should be provided in the coming fiscal year. ‘The question remains: 
can we afford such a program? | say to you in all earnestness that the 
true meaning of that question is: can we afford to survive? I say that 
because the building of mutual strength in the free world offers by far 
the best prospect—perhaps the only prospect—of avoiding global 
war; because continued access to the raw material resources of the 
free world is essential to our survival; and because only with allies who 
are both militarily and economically strong can we successfully oppose 
the Soviet menace without gravely endangering our economy. 

More specifically, the Mutual Security Program currently accounts 
for about one-sixth of our total security expenditures, one-tenth of our 
total budgetary expenditures, and one-fortieth of total national prod- 
uct. Compare the present situation with 1947, when military ex- 
penditures were at their postwar low. At that time, figured at 1951 
prices, we were putting into national defense $14 billion out of the 
gross national product of $273 billion. In this calendar year we expect 
to invest in security programs, in comparable prices, $56 billion out of 
an estimated gross national product of $345 billion. But during these 
same 5 years our economy has so grown that at the same time we have 
been able to increase our consumption and private investment by 16 
percent. The result is that, despite this heavy defense load and the 
uncomfortably high taxes we pay to support it, our standard of living 
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today is not only incomparably higher than anywhere else in the world, 
but is higher than ever before in or own country—and still rising. 

The Mutual Security Program has not endangered essential pro- 
duction at home. The expansion in basic materials resources, both 
at home and abroad, has already carried us past the peak of the metals 
shortage, and I can say flatly that in so single case has the export of 
specific critical materials limited vital production at home. 

What of the impact of the Mutual Security Program on the budget- 
ary deficit and the threat of inflation? These are serious matters, and 
I do not want to minimize them. To increase the public debt at this 
time is regretable, and I should prefer to see the security programs 
financed on a pay-as-you-go basis. However, a budgetary deficit over 
a few vears can be counteracted effectively and need not, of itself, lead 
to inflation. The American economy today is stronger than ever 
before. We put $59 billion into private intestment last year and are 
continuing basic industrial expansion and construction at a very high 
level. The consequences of a budgetary deficit are to my mind 
insignificant compared with the dangers to our very existence which 
would follow an undue reduction either of the national security pro- 
gram as a whole or of the vital mutual security segment. 

Can anyone seriously ask whether we can afford a program of the 
magnitude before this committee when our expanding economy con- 
tinues to increase our living standards, the size of our investments, 
and indeed every measure of prosperity? 

Can anyone seriously question whether the most powerful nation 
in the world can afford a partial mobilization of its resources to meet 
the threat of national extinction posed by a nation with less than one- 
third of our economic strength? 

Can anyone seriously ask the question whether we can afford to 
survive? 

This program is designed to meet a national peril and we can either 
diminish or enlarge the dimensions of the peril by our own actions. 
The less firm and the less urgent our response the greater the peril 
becomes. To reduce a program that is soundly conceived and that 
we can clearly afford amounts to a deliberate enlargement of the risk. 
It is a gamble for which I should not like to be responsible. 

You gentlemen know that the Senate-House conference committee 
meets today to reconcile the differences in the mutual security bills 
voted by the two Houses. For the reasons I have stated this morning, 
it is my earnest hope that the conference committee will agree to the 
highest permissible figures and that your committee will recommend 
to the House the appropriation of the full amount authorized. 


POSSIBILITY OF WAR 


Mr. Gary. Thank you, Mr. Harriman. 

Do you feel that the threat of war is greater or less than it was 
1 vear ago? 

Mr. Harriman. I think if the Congress appropriates adequate 
sums of money for carrying forward the program it is substantially 
less. I feel that because of the position we have taken in Korea and 
the success we have had in throwing back the Communist attack. 
The Communists stand defeated in their plans in Korea. In Europe 
we have moved forward to develop unity in the North Atlantic com- 
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munity, and the step of bringing Western Germany into the com- 
munity of the west is an historic step, which, if carried through, may 
well change the whole course of history in Europe. 

(Discussion off the record.) 

Mr. Gary. When we were in Europe a year ago General Eisen- 
hower impressed upon us the fact that time was an important element 
in this defense program. At that time he was very doubtful whether 
we could implement our program in time to prevent an attack by 
Russia. 

He felt then that the Russian attack might come at any time and 
he wanted to prepare as promptly as possible. As I remember his 
statement he hoped to build up our defense forces in Europe to the 
point that they could resist Russia by the end of 1953. 

Do you think that threat has subsided to the point that we might 
maintain our objectives but postpone the date of their accomplish- 
ment? 

Mr. Harriman. No, sir, I do not think so. I think it is a grave 
risk. The Kremlin first tried to upset this agreement for the Euro- 
pean defense community by a peace offensive, and is now trying to 
upset it by threat. I think those threats are very dangerous and 
may touch off almost anything. If we are firm now and go forward 
vigorously with this program, they are less likely to take the risks. 

Mr. Gary. By “threats’’ do you mean the situation in Berlin? 

Mr. Harriman. Yes. They have changed from a peace offensive 
to a threatening attitude. I cannot predict what will come out of it, 
but I think the stronger the United States is in supporting this pro- 
gram the less chance there is of their taking steps which might lead 
to extreme difficulties. I think it is false economy for us to slow up 
this program, and I think it will cost us more in the long run. I do 
not know how much detail General Eisenhower went into, but Russia 
has mobilized certain forces close to the edge of the iron curtain which 
could move at any time. I suppose that General Eisenhower went 
into those details. Then, of course, a much larger force could be 
mobilized over a several months’ period. The important thing is to 
get in Europe enough of a force to check and stop the forces that are 
in existence close to the European side of the iron curtain. I suppose 
that is what he was talking about. 


LISBON PROGRAM 


Would you care to have me tell you how this committee functioned, 
and the part that General MeNarney had in building up the Lisbon 
plan? 

Mr. Gary. Yes. 

Mr. Harriman. We set up this military committee under General 
MeNarney. It was participated in by representatives of other coun- 
tries. We had a nucleus of a staff of Americans who had been working 
on this sort of thing in the Pentagon—experienced men—under Genera] 
MeNarney’s leadership. They analyzed this program country by 
country, unit by unit, and the equipment that was needed for each 
unit and built up this program that will call for 50 divisions in Europe 
by the end of the year, about 4,000 aircraft, and increased numbers of 
naval vessels. 
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That was the basis for a further build-up for 1953, but it was decided 
that there should be an annual review based upon the accomplish- 
ments of the past year and the international tensions and the projected 
capabilities for the future. 

Instead of having the review run by a temporary committee, it will 
be organized under the new NATO organization as a permanent 
group and it will be available for the consideration of the NATO 
program countries next year. 

he program in Lisbon called for firm targets for 1952, provisional 
targets for 1953, and targets beyond that for planning purposes for a 
build-up to the eventual goals for 1954 and beyond. The concept is 
that each year there should be an annual review of this same type 
which would analyze the economic capabilities and the international 
tensions and the progress that has been made at that time. 

Mr. Gary. At what time did that committee envision a build-up 
to the point we would be in a position to resist Russian military 
aggression in Europe? 

Mr. Harriman. It was left open-ended because of the lack of 
knowledge of the situation with regard to tensions. There was 
developed a tentative program that went up to 1955 in terms of the 
build-up. The Air Force was the slowest to build up because of the 
length of time that it takes to train pilots and produce aircraft. 

May I speak off the record, Mr. Chairman? 

Mr. Gary. Yes. 

(Discussion off the record.) 

Mr. Gary. We were told by General Eisenhower last year that the 
program contemplated that we would build up to a maximum strength, 
and then after that maximum strength had been reached, we would 
begin to withdraw our assistance gradually. 

Mr. Harriman. Yes; that is right. 

Mr. Gary. Our assistance would be less and less needed and 
eventually the Europeans would take over the entire program, and we 
would withdraw our manpower and our financial aid from Europe. 
Under the Lisbon plan, when, approximately, would we reach that 
maximum? 

Mr. Harriman. The Lisbon plan is only 1 year, but it has been 
our expectation—and, of course, that depends upon international 
tensions—that if it develops as we hope it will develop, we will during 
the next 2 years have made a very heavy contribution to the capital 
equipment for the military units—the Army, Air Force, and the Navy. 
When these units become fully equipped and have the necessary re- 
serves, then we could expect to taper off and eventually cut back our 
aid sharply, and Europe, we would hope, would be in a position to 
maintain the minimum forces necessary for mutual security. 

There can be nothing positive about that because the character of 
the international tensions would considerably affect the size of the 
forces which should be kept in being at any one time. But the 
program contemplates 2 years of heavy expenditure on our part and 
than a tapering off of contributions to European armament. 
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PRODUCTION AND DELIVERY OF MATERIALS 


Mr. Gary. What is the situation now with reference to the pro- 
duction and delivery of materials heretofore authorized? 

Mr. Harriman. As it stands today—and I shall ask General 
Olmsted to check me if these statements are not correct—it is esti- 
mated that through the fiscal year 1952 there will be a total of 
$3,200,000 ,000 expended for Europe. 

Mr. Gary. Out of what funds? 

Mr. Harriman. That includes stocks shipped in prior years. 

Mr. Gary. That is, to date, for the whole military program is that 
correct? ‘That is the military end of it? 

Mr. Harriman. That is the military end of it for Europe, yes. 
That is through the end of the fiscal year 1952. 





APPROPRIATION CARRY-OVERS 


Mr. Wiaaueswortu. Is the figure of $3.2 billion an over-all figure 
for military and economic? 

Mr. Harriman. No; military. 

Mr. WiaeiteswortH. Military only? 

Mr. Harriman. Yes, sir. 

Mr. McGraru. All for Europe. 

Mr. Harriman. That is the estimated figure of the expenditures 
through June 30——— 

Mr. Couprrt. Beginning how far back? 

Mr. Harriman. The first appropriation was in 1949. 

Mr. Couprrt. That is, from the beginning. 

Mr. Harriman. From the beginning, yes. In this current fiscal 
year the figure is $2.1 billion. 

Mr. Gary. As against the figure of $3.2 billion how much has been 
appropriated for military purposes? 

Mr. Harriman. There has been a total allocation to Defense of 
about $11 billion—$11,400,076,000 for MDAP for the world as a 
whole. Of that amount we will have expended a total of $3.6 billion 
by the end of June. 

General Otmsrep. Of which $2.7 billion is for the fiscal year 1952 
and $900 million for the year preceding. 

Mr. Coupzrr. That leaves a carry-over of how much on July 1? 

General Otmstrep. About $7.8 billion. 

Mr. Coupmrr. For the military alone. 

Mr. Harriman. Wait a moment; the $11.4 billion does not include 
the request for an additional appropriation of $4.9 billion. $7.8 
billion is the carry-over of unexpended funds, that is right. 

Mr. Coupert. $7.8 billion before this bill will have become law. 

General Otmstep. Yes, sir, for military assistance. 

Mr. Harriman. It is estimated that we will ship, if the appropria- 
tions are made, $7,714,000,000 of military items during the fixcal 
year 1953. 

Mr. Gary. But you have now, or will have at the end of June 1952, 
a carry-over of $7.8 billion? 

Mr. Harriman. That is right. 

Mr. Gary. For military purposes? 
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Mr. Harriman. That is right. 

Mr. Gary. And during the program up to this point you have 
shipped only $3.6 billion? 

Mr. Harriman. That is correct. 


APPROPRIATION REQUEST, 1953 


Mr. Gary. And vou are asking for what, in addition, for 1953? 

Mr. Harriman. $4.9 billion. That has been reduced, of course; 
that is the highest of the two figures. That is the Senate committee 
figure. In other words, it is the highest of the two bills. 

Mr. Gary. If that is the Senate committee figure then there is 
another $200 million to come off of that. That was an across-the- 
board cut. 

Mr. Murpuy. That is the Senate committee figure for title I and 
it is the House bill for titles II, ITI, and IV. 

Mr. Harriman. It would be a lesser amount. 

Mr. Gary. The Senate took off another $200 million across the 
board. 

Mr. Murpuy. Yes; but that did not all fall in the military. The 
$200 million covered every item in the program. It would affect 
economic aid as well as military. 

Mr. Gary. And it would also affect this figure of $4.9 billion? 

Mr. Murpuy. That is right. 

Mr. Harriman. But we had to take something to submit to you 
and it was worked up on that basis. 


OBLIGATIONS FOR FUTURE DELIVERY 


I would like to recall to the committee that the appropriations asked 
for fiscal 1952 were not authorized until the 1st of November and there- 
fore a relatively small sum of the 1952 funds has been available—none 
I think has been available for shipment yet; is that right, General? 

General Otmstrep. Substantially none; ves, sir. 

Mr. Harriman. But the obligations, of course, will be made by the 
end of this fiscal year with $398 million estimated unobligated. You 
have technical changes which are always necessary in completing the 
orders which have been placed for equipment. So that by the end 
of June all of the money will be obligated for future delivery. But, as 
I say, this $398 million is a reserve to take care of estimated technical 
changes. Iam correct in that, am I not, General? 

General Oumstep. Yes, sir. 

Mr. Harriman. Those shipments will be coming along in due 
course, the longest lead time being aircraft, naval vessels, and tanks; 
from 2 years for certain types of aircraft, to 18 months for some naval 
vessels and 9 months to a vear for tanks. 

General Otmsrep. That is right. 


NECESSITY FOR APPROPRIATION 


Mr. Gary. There is one thing that a great many people do not 
understand and that is, since you already have a carry-over of more 
than you can possibly spend during fiscal vear 1953, why is it neces- 
sary to appropriate $4.9 billion more at this time? 
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Mr. Harriman. General Olmsted will give you the details on that, 
but you have this lead time of about 2 years on aircraft and varying 
lead times on heavy equipment. Unless the orders are placed now 
and the obligations are undertaken now, we will not get the equipment 
in time to meet the build-up of the forces that are being built up in 
Europe. It takes roughly 2 years to make a pilot and 2 years to pro- 
duce an aircraft and unless the orders are placed today there will 
not be the build-up of the aircraft in the calendar year 1954 which is 
contemplated by the program. Of all the weaknesses, our mutual air 
strength is the weakest in relation to estimated Soviet potentialities. 


SIMILARITY OF MILITARY EQUIPMENT TO STANDARD UNITED STATES 
ITEMS 


Mr. Covpert. I take it that the end items to which you are refer- 
ring are substantially the same kind of end items—airplanes, tanks, 
and what not—that are being constructed and purchased under the 
military appropriation bills? 

(Discussion off the record.) 

Mr. Harriman. Largely the tanks and other types of equipment 
are, for the most part, standard, or common-use items. But may I 
say to you that if these appropriations are not made, it will cut back 
total production in this country by the amount that is not authorized 
or appropriated. 

Mr. Couprrt. That depends on how much you cut back the mili- 
tary bill, does it not? They are all part of a single whole. Is it not 
a fact that the amount of military equipment that goes to MDAP 
depends, in the final analysis, upon the priority system which is applied 
by the Pentagon and the President, or whoever has the power to 
decide priorities, as between MDAP and our own military forces? 

Mr. Harriman. Yes, but the total sums available from the military 
appropriation and MDAP decides the size of the over-all program. 

Mr. Couprrr. Of course; but you might get all of it for MDAP, 
or you might get none of it, depending on the decision that is made. 

Mr. Harriman. The division between MDAP and our own forces 
depends upon the priority system and, of course, Korea has been 
getting the first priority. For that reason we are behind what had 
been contemplated would be our shipments to Europe. 

Mr. Gorvon. May I say, Congressman, that the amount that may 
be transferred abroad, of course, is limited by the appropriations for 
MDAP. 

Mr. Couprrt. I understand that. 

Mr. Gorpvon. We cannot send abroad more than the amount that 
is appropriated. 

Mr. Couprrr. That is your ceiling, I understand that. But the 
fact still remains that what goes abroad in the final analysis depends 
a the determination of policy at the Pentagon or at the White 

ouse, 


UNITED STATES AIR STRENGTH COMPARED WITH RUSSIA’S 


Mr. Gary. Where is the information coming from that we are so 
far behind Russia in air power? 

Mr. Harriman. I would rather that you asked the Air Force or the 
military that question. 
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Mr. Gary. Not long ago we were told that we were falling behind 
inthe strength of our air power in Korea. When I arrived in Korea 
about a month ago, I found that we had absolutely complete control 
of the air. Our planes were flying hundreds of missions per day, 
around the clock, and were almost undisturbed. The boys, when 
they came back and reported on their missions, said that they had 
difficulty in stirring up the enemy, so that they could get a fight. 
The Russian planes never come over our lines. All of the fighting is 
behind the enemy lines and that accounts, in large measure, for the 
greater number of losses that we have had. 

But I am wondering where these reports are coming from about 
their air superiority? 

Mr. Harriman. The estimates cover the number of planes which 
Intelligence indicates exist on the airfields in Manchuria and do not 
relate necessarily to those that are flying over North Korea. 

Mr. Coupert. Is it not a fact, Mr. Chairman, that those reports 
happened by coincidence to be timed with the arrival of the military 
appropriation bill? 

Mr. Harriman. No; I do not think that is a fair statement to make 
at all. I have been watching them very carefully; I prefer that you 
get the information in specific detail, but I have been watching those 
month by month and those build-ups have been consistent; the infor- 
mation on the build-up has been consistent, moving forward month 
by month during the past period. 

Mr. Gary. I was rather astonished at the complete mastery of the 
air that we have in Korea after some of the reports that had been made 
here about our losing air supremacy. I would like for the Air Force 
to give us some information on that; they might want to give it off 
the record, which would be ail right. 

Mr. Harriman. Is not that the difference between what is estimated 
to be the potential of the air force that is in Manchuria and what is 
being used? 

Mr. Gary. I do not know; that is what I want to bring out on the 
record, if I can. I am just asking for the answer. There is some 
doubt in my own mind about it and I should like the answer to it. 

Mr. Harriman. I think it would be better, if I may suggest it, that 
you call the Air Force for that. 

General Outmstrap. I think it might be better to ask that question 
of Mr. Lovett or Mr. Finletter. 

Mr. Gary. We shall ask Mr. Lovett about it tomorrow. 

Mr. Harriman. I can give you the broad information, but I think 
that you ought to get the specific details from those people. But I 
can say that this information, from my own personal knowledge, has 
been coming month by month during the past year or more, showing 
the definite build-up of planes in Manchuria. 

Mr. Couprert. There is one subject that Mr. Harriman would 
probably know more about than anybody else. Mr. Harriman, how 
reliable are the reports that we get of over-all Russian production; I 
am not talking of the build-up in Manchuria? 

Mr. Harriman. The Intelligence reports on Russia vary. I think 
we can make pretty reasonable guesses. They vary as to the charac- 
ter of the particular type of information, but I think the over-all esti- 
mate is reasonably accurate. 
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Mr. Couprrt. When we read in the newspapers that they are pro- 
ducing X hundred thousand planes or X scores of thousand planes a 
year, 1s that something that may be relied upon as pretty definite or is 
that just a speculative guess? 

Mr. Harriman. I think we can reasonably rely upon the figure of 
the size of the production and the number of planes that are in exist- 
ence. We cannot estimate the exact condition of the planes that are 
in existence. 

(Discussion off the record.) 


CONDITIONS IN EUROPE 


Mr. Gary. You referred to the Berlin situation. Could you tell 
us something about that situation either on or off the record as you 
prefer? 

Mr. Harriman. I am afraid I do not know much more than what 
appears in the press, because these events are being reported. I can 
only say that it appears that the Kremlin is now attempting to weaken 
the western alliance through initimidation and it is impossible to 
predict how far they will go. It is for that reason that I earnestly state 
that this is the moment for us to show real determination and vigor and 
if we do I think it will be less likely that they will take reckless action 
that may lead to extreme difficulties. 

Mr. McGrara. I would like to ask Mr. Harriman a question, if I 
may. You made reference in your prepared statement to the astonish- 
ing success that has been made toward European unification. Am I 
right ia assuming that you are referring primarily to military unifi- 
cation? 

Mr. Harriman. The most astonishing move has been the European 
Defense Community, and to have the French propose that they merge 
their whole military forces with the Germans, which is something 
that no one would have conceived of a few years ago. It is the step- 
by-step process, aside from what has been done through the OKEC 
and the other more general unification activities in Kurope—the 
Schuman plan and now the European Defense Community. The 
French plan to propose a federation shortly after the European Defense 
Community has been ratified. That relates, of course, to the central 
countries in western Europe. 

None of these moves could have been contemplated except within 
the context of NATO with the broader relationship that includes both 
the British and ourselves. But the European Defense Community is 
the one to which I referred when I used the word astonishing. 

Mr. McGratu. I think that is a splendid approach, but many of us 
believe that economic unification is the ultimate toward which we 
should strive for world peace. Perhaps you could develop what 
success we have had either from the OEEC or the Benelux Treaties, 
and what objective we are working toward in the economic field, 
such as the elimination of trade barriers, and so forth? 

Mr. Harriman. I fully agree with what you have said. It has 
been the policy of those who have administered the Marshall plan to 
support in every way we can the increasing unification of Europe on 
the economic front. The OEEC has been one of the preliminary 
steps. The plan concerning economic policies of each of the countries 
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was submitted to each other, and analyzed and discussed, and it has 
become largely the practice of the European countries to talk out 
their financial and economic policies before they commit themselves 
to any line of policy. 

The EPU—that is, the European Payments Union—was the first 
step toward freeing of exchange, and a device to help liberalize trade. 
Unfortunately, we had somewhat of a set-back after Korea. We had 
two adverse effects on the financial situation in Europe. One was 
increased military expenditures which the countries undertook and 
the other was the increased price of food and raw materials which 
Europe imports. So you had a change in the character of the trade 
and the terms of trade and it became increasingly difficult for Europe 
to import the things that are needed to expand her economy. 

We had some set-backs but, by and large, on a step-by-step basis, 
there has been an inprovement in the coordination of economic policies 
and trade and exchange policies. 

The Schuman plan, of course, was the first specific, definite step for 
pooling steel and coal resources of the major continental countries, 
and the establishment of a supra-national organization to deal with 
those problems. 

It is my own personal judgment that you have got to take these 
things step by step. I have always felt that in order to get economic 
unity, you really have to get military union first, for the reason that 
otherwise each country has to protect its own defense industries. If 
you get real defense unification, then you have a basis for closer and 
closer economic unity. 

I think that the Schuman plan and the European Defense Com- 
munity and the federation of these six states in Europe will be very 
effective in breaking down trade barriers. You really need closer 
political unity before you can get the type of economic policy which is 
necessary in order to get economic unification. 

You know, there are all sorts of questions; the freedom of move- 
ment of labor from one country to the other; there are always the 
pressures that are on each country, and they are not unknown in 
this country, to protect vested interests, whether they be in industry 
or in agriculture. You have in one country a higher cost of agri- 
culture and there is always the demand of the farmer for protection 
of his production. And that is not just in one country, that goes 
through most of the countries where certain types of agricultural 
production have existed for a long time, or else have sprung up 
particularly during war. War makes each country become isolated 
and we did have increased types of agricultural production in each 
one of these countries. 

It is very hard to break down unless there is a closer political 
unity. I could go into chapter and verse, but one of the difficulties 
in Benelux has been, for instance, the protection of the Belgian farm 
production as against cheaper Dutch production. 

Mr. McGrarn. I think that is the crux of the whole problem and 
it would make it worth while for us to expend this money if we could 
get that unity among those countries and work toward the elimination 
of trade barriers, and the free movement to which you have referred. 
If we reach those points, we will have solved the greatest problem the 
world has been confronted with, at least so far as Europe is concerned. 

Mr. Covupert. Will the gentleman yield on that line? 

Mr. McGrartu. Yes. 
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FOREIGN LABOR PROBLEMS 


Mr. Coupert. I wonder if Mr. Harriman would care to comment 
on a report that hit the front pages of the Times 2 or 3 weeks ago, to 
the effect that some 2,000 Italian miners who had been brought to 
England and who were trained for labor in the mines were finally 
sent away because British labor unions would not permit them to work 
in those mines? 

Mr. Harriman. I saw that in the press and, as far as I know, it is 
true. Those are very real problems. The curious thing is, for in- 
stance, that in Belgium historically they have introduced foreign labor 
into their mines and had no diffic ulty. Before the war Belgian mines 
were operated not only by Belgians but by Polish labor that came in. 
Therefore it was not difficult to bring Italian labor into the mines. 

In England it was tried on a small scale. The general mine union 
approved it, but when it came down to the locals, they did not. It is 
just one of those human factors, where the coal miners in England 
have been an exploited group of workers and are terrified of the con- 
ditions which existed during the interwar period, of unemployment 
and extreme poverty, and they just refused the introduction of Italian 
miners. They did not want to bring in foreign labor into an area 
that has never known foreign labor. Those miners are very bitter 
about the economic conditions under which they have lived in the 
last generation. So that you have a psychological condition which 
evidently it was impossible to deal with. 

That was true under the labor government as well as the conserv- 
ative government. Wherever you get labor that has been exploited, 
and which has a bitter feeling such as has existed there, vou have 
extreme difficulty in changing ‘the character of their thinking. 

British coal production has been going up and it should go up 
further. But one of the great difficulties is one of psychology amongst 
coal-mining labor. 


WITHDRAWAL OF UNITED STATES SUPPORT 


Mr. Couprrr. Mr. Harriman, on the subject of manpower, Mr. 
Gary asked you whether you could foresee the time of the withdrawal 
of the bulk of the American forces from the N ATO army and I 
gathered that you did not really care to make a guess? 

Mr. Harriman. I could not comment on that, because that is a 
matter of broad policy and relates to the world situation. 

Mr. Gary. That was not my question. 

Mr. Harriman. I was talking about the military program of our 
allies in terms of the activation of forces and of their production. 

Mr. Gary. My question was, when would we reach the maximum 
point in this program so that we could begin to retract, not withdraw. 
It has got to be a very gradual process. We have built up gradually 
and we have got to taper off gradually and then withdraw. But I 
wondered when this program was going to reach its maximum point. 

Mr. Harriman. We did calculate that if there could be a strong 
program developed next year—in fiscal year 1954—there could be a 
tapering off the following year. 

Mr. Couprrr. By a tapering off do you mean the physical with- 
drawal of troops? 
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Mr. Harriman. No;I am not talking about troops at all. 

Mr. Couprrt. But that is what I was getting at. 

Mr. Harriman. I was speaking of military assistance, building up 
the forces in Europe. Of course, the more appropriations are cut, 
the longer it would be before the targets are reached. 


AVAILABILITY OF MANPOWER IN EUROPE 


Mr. Couprert. That is the question that I am getting at. It 
relates to the question of manpower. If your full program for stand- 
ing forces, your Lisbon program, is achieved—and that will amount to 
something in the neighborhood of 25 divisions, ready to be mobilized; 
is that correct? 

Mr. Harriman. Approximately, within from 3 to 30 days. These 
are of course the reserve divisions. 

Mr. Coupsrt. Now, is the delay in achieving that target or even 
higher targets due to a shortage of manpower in Europe, or is it due 
to a shortage of military equipment? 

Mr. Harriman. It is the training of the forces; the largest deficiency 
is in equipment. 

Mr. Coupert. If all of the equipment were available and if we were 
able to manufacture overnight the total equipment required for the 
proposed divisions, and were able to deliver it overnight, the man- 
power for the use of that equipment could be supplied by the NATO 
countries outside of the United States, could they not? 

Mr. Harriman. We are not planning to supply all of the equipment, 
as you know. The more manpower they put in the field, if they do it 
rapidly, the larger percentage of the military equipment would have 
to come from us, because of the greater drain on their economy to 
increase the forces. The program is a steady build-up. 

Every one of these countries has national military service, conscrip- 
tion from 18 months to 2 years. It varies somewhat on exemptions. 
France has no exemptions, certain other countries have some exemp- 
tions. But as you get this trained manpower, which has only started, 
of course, in recent years, you will get a gradual building up of larger 
and larger reserves which will increase the capabilities of a larger and 
larger mobilization base, depending, of course, upon the amount of 
equipment that they have in reserve. 

I am stating this correctly, am I not, General? 

General Otmstep. Yes. 

Mr. Couprert. What I am getting at is the question that a great 
many Americans are asking. There are 220 million-odd people in the 
NATO countries. Why are they not able to supply the manpower 
for the relatively limited military set-up that Lisbon and NATO con- 
template, with the assistance of the United States in the furnishing of 
equipment? I think that is a very pertinent problem and I think that 
is a question that the people have a right to ask. 

Mr. Harriman. Of course, that is what they are doing, and an 
essential part is the defense support which does permit them to in- 
crease the amount of imports which are necessary as a result of the 
diversion of labor from export trade to the production of munitions. 
These forces that these countries are training and bringing into being 
are their own forces. 
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Mr. Couprert. You could sell the foreign-aid program very much 
more successfully to the American people if you could reiate the contri- 
bution of military equipment by us to the reduction of the standing 
American garrison in Europe. 

Mr. Gary. That is unquestionably the plan, that as the forces of 
the other countries increase, after we reach a certain maximum 
build-up, then our numbers will begin to decrease... But it would have 
a very poor psychological effect abroad to discuss that too much at 
the present time. 

Mr. Harriman. [ think it would be fatal if we did it. They are 
forces which are looked upon as the visible evidence of our intention 
to support the alliance. 

Mr. Couper. Of course, that 1s the justification and nobody ques- 
tions that justification, but all of us are looking to see an end, somes 
time, to the program. 

Mr. Harriman. Those forces have a great deal of meaning to the 
French and to the Western European countries, with relation to our 
readiness to stay until the German integration really has taken place, 
So that it is not only against the Russian threat but also to assure 
them that these arrangements will be carried out. 


REDUCTION OF UNITED STATES MILITARY AND ECONOMIC AID 


Mr. Couprert. Then you very definitely see a point at which the 
bulk of the American garrison troops in Europe would be withdrawn? 

Mr. Harriman. | would not want to predict when that point would 
come, because it all depends on the international tensions which take 
place. After all, we are in a cold war and one cannot predict what the 
tensions will be in the future. But certainly the whole program 
contemplates the gradual reduction of American military and defense 
support and so far as our stationing troops in Europe or an Air Force 
in Europe, it depends upon the strategic situation at the time and the 
decision of our President and the Chiefs of Staff, with the approval of 
Congress, concerning where we can best use the forces that are in 
existence. 

Mr. Gary. When we were in Europe last year, we reviewed the 
troops in the various countries and | remember very distinetly that 
the Communist papers were talking about the soldiers being equipped 
with our equipment—that ts, soldiers of other countries—and crying 
out that it was our equipment and their blood, our money and their 
blood; that we were putting up the money and they were supposed to 
put up their blood. That was the great cry on the part of the Com- 
munists at that time. 

Mr. Covuperr. Mr. Chairman, do you remember when the original 
troops-to-Europe issue was debated, it was generally stated and 
generally understood that the stationing of troops in Europe was 
necessary and was accepted as necessary, only as a temporary expedi- 
ent? 

Mr. Gary. That is right. 
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EFFECT OF WESTERN EUROPEAN COMMUNITY PROGRAM 


Mr. Couprerr. Now, we have recently committed ourselves, I 
gather from the press, to a somewhat different position, both in Bonn 
and Paris, as a result of recent meeting of Mr. Acheson with Foreign 
Secretaries of France and Britain. 

Mr. Harriman. I do not understand it that way. 

Mr. Gary. I do not understand it that way, either. 

Mr. Covuperr. That is the way it has been interpreted by a large 
section of the American press and American commentators. 

Mr. Harriman. I do not understand it that way at all. What is 
being discussed is the joining of Western Germany to the defense 
arrangements and the community of Western Europe; the program 
of 12 German divisions, which will take a couple of vears to activate, 
with equipment and assistance from us, until German industries get 
going. That, of course, will represent a substantial change both in 
terms of the forces in being and available to mobilize. 

Mr. Covupertr. Will that tend to facilitate the reduction of the 
American garrison in €urope? 

Mr. Harriman. I frankly cannot discuss the question of when the 
time might come. From the standpoint of its being easier to sell the 
program in the United States, I can assure you that it does not do us 
any good in terms of our international leadership to talk about pulling 
back troops that we have only just landed there. The final group 
only landed there a few months ago. 

Mr. Coupert. You do not mind talking about building up 12 Ger- 
man divisions, which you are not going to have tomorrow. You are 
looking ahead to a point 2 or 3 or 4 years from now. Why should not 
the American people also look forward to a point 2 or 3 or 4 years from 
now? 

Mr. Harriman. I do not know when the time will come when the 
international tensions will be such that it will be to our interest to bring 
our troops hore. I would not want to predict that, because it relates 
to internationel tensions which are beyond our control and a decision 
as to how our security interests cen be best dealt with, whether it 
should be at home or whether it should be in Europe or some other 
place. 

Obviously it is our hope that at the time—and it is my conviction 
that it will happen if we are firm enough—thet with the increased 
strength of the west, you will see a chenge of international tensions. 
I have indicated that I thought it might come in a couple of vears, 
when we could hope to look forward to » situation where ell military 
expenditures could be reduced. But we cennot talk about that with 
any definitencss until it happens. I do think that talking about 
bringing divisions home at this time does not serve our netional 
interests. 

Mr. Covprrt. Nobody suggests bringing them home now. 

Mr. Harriman. No, that is whv I am not ready to talk about it at 
this time. I am just trying to explain why I am not ready to talk 
about. it. 
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SACRIFICES OF ALLIES 


Mr. Gary. Mr. Harriman, you stated in your opening statemen 
that ‘‘our allies are sharing the burden with us and some are making 
are making far greater sacrifices than we are.’ Can you give us some 
brief detail on that? 

Mr. Harriman. It is very difficult to exactly define the burdens 
that are falling on each country. The standard of living of Europe, 
on the average, is less than one-third of ours, and, therefore, the taxes 
that are paid, and the sacrifices that are made fall upon people that 
are poor as compared to our standard of living. 

Now, in spite of the stories to the contrary the French, as an 
example, are paying a larger share of their gross national product or 
their national income in taxes than we are. They do not collect them 
in the same manner that we do. 

Mr. Gary. What are the tax collections now in those countries; 
are they really collecting taxes from the people who ought to pay 
them? 

Mr. Harriman. Yes; they are collecting a larger share of their gross 
national product in France than we are in our country. They collect 
them from sales taxes and indirect forms of taxes rather than direct 
taxes and income taxes. In our country over half of all of our taxes 
are paid by direct taxes. In France only 25 percent of their taxes are 
direct taxes. So, the burden of taxation falls more upon sales taxes 
and turn-over taxes and that tvpe of taxes, but the total of the na- 
tional income so paid is greater. Even though they have less than 
one-third of the per capita total product than we have they are col- 
lecting a slightly larger share of their total income in taxes than we 
are. The burden on them for their taxes is greater because with 
incomes of one-third of ours they are still paying a larger share of that 
income. 

CONSCRIPTION LAW IN FRANCE 


Mr. Gary. How does their conscription law compare with the other 
countries now? 

Mr. Harriman. Their conscription law is for 18 months, but they 
make no exemptions if anyone is physically able to go into military 
service The whole system of service in Europe, of course. is different 
from ours because when a man goes through service then he is held 
in reserve, earmarked to a specific unit. “He goes and trains with 
that unit for several years after he is released for a month during the 
summer. That is customary in certain countries in Europe, so that 
he can be called up within a very few hours to serve in a particular 
unit, and therefore they are able to have divisions or brigades or 
battalions only partially filled with men, and men within bicyeling 
distance of the unit can be called up to fill out that unit. Their 
whole system of mobilization, for that reason, is different from ours, 
but there is not a single country in Europe that is not under universa! 
military service, in training or combat service. 
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INCREASING LENGTH OF SERVICE 


Mr. Gary. It was predicted that after the French elections of last 
year they would increase the period of service to 24 months in keeping 
with most of the other countries in Europe. 

Mr. Harriman. They have not the finances with which to do it. 
With the war in Indochina they have not the financial means to 
carry that through. There is no use in calling men up unless they 
have the equipment. They have stuck to 18 months to keep within 
their budget; personally I feel this was wise, particularly since they 
have a system of assigning men that carry through their 18 months 
and go into the Active Reserve. 

You see, the drain on France from Indochina is very great, and it 
is taking some of their best men, officers and noncommissioned officers. 


ITALIAN ELECTIONS 


Mr. Gary. Mr. Harriman, you referred to the approaching Italian 
elections also. What about the elections of last Sunday a week ago? 

Mr. Harriman. | have not seen a full analysis of them. They 
have come in, and I tried to get them yesterday, but we have not 
had a full analysis of them. The preliminary indications show that 
this neo-Fascist Party has gained considerable strength. Those were 
local elections, and within approximately a year there will be a 
national election. 

BRITISH ELECTIONS 


Mr. CuevencER. How about the British elections, these local 
elections which were held over there; how do you interpret those? 

Mr. Harriman. Well, the few that they have had show that there 
has been some diminution of the Conservative strength; but there 
have been too few elections to show any real trend in the country. 
You see, the Labor Party left power just at the moment when financial 
difficulties were predicted, and the Conservative Party has developed 
an extremely forcible policy in dealing with the balance of payments 
problem. It is not too popular now. Until they are successful, or 
unless and until they are successful in getting a balance of their 
accounts it is an accurate judgment as to how popular this is going 
to be is difficult to make. 

The balance between the two parties is, of course, very close; 
the Conservatives have a majority of twenty-odd votes. 

Mr. Wiacieswortn. | assume, Mr. Chairman, that we are going 
to have ample opportunity to go into detail both on the military side 
and on the economic side, and then we do not need to take Mr. 
Harriman’s time for that purpose? 

Mr. Gary. That is right, we will avoid going into detail at this 
time, because we will have others here to testify on the details of the 
program. 

PROGRESS DURING PAST YEAR 


Mr. WicGiteswortrs. Do vou consider that progress, as of the 
moment, is up to what we had hoped for in terms of manpower and 
in terms of equipment sav a vear ago? 
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Mr. Harriman. I was very much encouraged by the analysis that 
we made in the Temporary Council Committee (TCC) of the actual 
forces that could be brought into being this year. 

Mr. WiaGLeswortH. My question was directed to the situation as 
of the moment, in terms of manpower and in terms of equipment. 

Mr. Harrman. As I say, 1 was encouraged by this analysis because 
that is what is going on now. I was encouraged by the analysis of 
of the forces that were being brought into being and could be made 
combat effective with the addition of our equipment. I was also 
encouraged by the determination of these countries as represented by 
their Ministers, including a number of the Finance Ministers, who 
are apt to be the most conservative of each of these countries, their 
determination to move forward on their part of the program. On 
the other side of it, since I left in the middle of 1950 there has been 
a greater difficulty in the ability to import raw materials that are 
necessary in order to expand their economies. As I said those are two 
things which are important, to increase the import balance and 
advantage in terms of trade. Therefore, I place the highest priority 
on this defense support. I think if they can expand their economies— 
with our help—they will be able to maintain reasonable military 
establishments from their own funds and also enjoy a trade balance 
with the rest of the world. They are in full agreement that they must 
expand their over-all economy 5 percent a year, and they have all 
agreed to work together to achieve that. I think it is of the utmost 
importance, and the defense support is one of the things that is 
absolutely essential to give that momentum to the expanding 
economy. 

Mr. Wice.eswortu. What you have just said is very interesting, 
but it looks to the future. What I was trying to get was an answer 
to the question: Are we behind the schedule that we hoped for a year 
ago, have we accomplished what we hoped for, or what is the picture 
today in terms of manpower and in terms of equipment? 

Mr. Harriman. What I am trying to say is we never, except for 
the temporary committee operation did have an analysis of it on a 
year by vear basis— 

Mr. Wiecteswortnu. Well, we had targets, I think which were 
given to us the last time we considered this program. 

Mr. Harriman. They were for 1954. General Eisenhower has 
reported in his report the improvement that has taken place in Europe 
within the year, and I think it is an encouraging report. From the 
analysis we made from General McNarney’s detailed studies each of 
these countries is improving with more adequate training and the 
forces that are coming into being are of considerably greater combat 

value. 

Mr. WiaGcLteswortn. Are the forces in being that General Eisen- 
hower hoped to have in being today when he took command? 

Mr. Harriman. I do not know what he expected. 

Mr. WiaeLteswortn. Well, what did the administration expect? 

Mr. Harriman. Well until the TCC operation we did not have a 
detailed analvsis of the force build-up of each country, and this is the 
first time we have had a combined force build-up which gives us the 
kind of targets which are definite. 
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Mr. WicGLeswortu. I do not want to press the question if you do 
not care to answer it. J thought it was a comparatively simple ques- 
tion to answer. 

Mr. Harriman. I am not trying to dodge the question. I do not 
know what the general bas expected, but he has said in his report 
that there is a very encouraging build-up of the size of the force and 
the effectiveness of the force. As far as my personal information is 
concerned, the TCC report confirms that not only in terms of what 
exists today, but in terms of what we can expect during the course of 
the coming year, we should have a substantial increase in the effective 
forces by the end of the year in addition to those that are effective 
today. 

Mr. Wiaeiesworrtn. I hope that is true, and I do not question it, 
but I am also of the opinion that we have had definite targets ever 
since we embarked on this venture as to where we hoped to be as the 
months and years went by. 


DELAY IN SHIPMENTS 


Mr. Harriman. The MDAP shipments are behind. That has not 
been too damaging so far because of the fact that these forces have 
been in training and part of them are only now coming up to combat 
readiness in terms of organization and training. It would be very 
unfortunate if we could not go forward with the shipments that are 
now contemplated to bring these forces to a state of combat effective- 
ness from the standpoint of equipment. 

Mr. Wicciteswortn. To what extent are those shipments behind 
percentagewise, or otherwise, roughly? 

Mr. Harriman. I would rather have the Department of Defense 
testify on that question. 

General Outmstep. There is not any way of applying percentage 
to it. 

Mr. Wiccieswortn. Give me any measurement that you can. 

General OLMstEp. General Gruenther in his testimony a few months 
ago said that the program of activation and training for the calendar 
year 1952 has not been delayed. It appears on the anticipated 
schedule that there were some units that could have been brought 
more readily to a full state of combat readiness had the shipments of 
equipment come faster. In other words, there were some units that 
could have absorbed the equipment faster than it arrived. That was 
General Gruenther’s statement before the Senate Armed Services 
Committee. 

Mr. Harriman. But now it is essential to have the equipment 
move in. 

Mr. Wiacieswortn. Am I to take it from the answer of General 
Gruenther that he does not agree with the statement that Mr. Harri- 
man has just made. 

Mr. Harriman. I do not think the two statements are inconsistent. 

Mr. Wicciesworrtn. I have been trying to find out how much the 
MDAP items are behind on delivery at the moment. I understood 
Mr. Harriman said they were behind. 

General Otmstep. We had hoped, for example, to ship tanks faster 
than we have been able to ship them. 
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Mr. WiaGLeswortH. Can you give me the percentage that you 
could not ship? 

General Outmstep. I would not know how to apply a percentage 
figure to it. 

Mr. Wiaeieswortn. Are the shipments behind or are they not 
behind? 

General Otmstep. Today we are pressed for their requirements for 
mobilization and training. There are some units that are behind. I 
can give you the wuits by designation that might have progressed to 
a state of combat readiness faster if they had the equipment. ‘There 
are these units now in a position ready to fight which we did not antici- 
pate a vear ago or even 6 months ago. To that extent we are ahead, 
and to the extent that there are some units that might absorb the 
equipment faster to that extent we are behind. 

Mr. WicGLeswortu. That is a very interesting statement, but it 
does not answer my question specifically. 1 should think it could be 
answered specifically if what Mr. Harriman says is true. 

Mr. Rooney. Is that a question? 

Mr. WiaGLesworrn. Well, it has been stated that the delivery of 
end items is behind schedule. 

General Oumsrep. Yes. 

Mr. WigGieswortH. | asked how much behind schedule, and you 
tell me what you hope to do in the future in terms of equipping units 
on the other side. What I am trying to get an answer to is how 
much shipments are behind schedule. 

Mr. Gary. | think he stated what the situation is, that in some 
respects they are ahead, and in some respects they are behind, that 
the shipments are behind, but the program has not lagged because of 
the shipments, which is a perfectly proper answer, and consistent 
with the statement that the shipments of some of the materials are 
behind. 

Mr. Wieea.teswortn. How much? That is what I want to know. 

General Outmsrep. If I may take a specific item, we predicted last 
fall that we would have 500 medium tanks there by now. 

Mr. WiaGLeswortsH. How many have you got there? 

General Otmstrep. We are making the first shipments the first of 
this month. 

Mr. WiaeieswortrsH. You are 500 behind in that respect, 100 
pereent? 

General Otmstep. That is right. 

Mr. WiaGieswortH. What else; can vou two give me a general 
over-all percentage? 

General Otmsrep.' There is no way of supplying a general percent- 
age. I would not know how to do that. 

Mr. WicGieswortH. Well perhaps when we get into the details you 
will be able to give us specific items that will answer the question. 

Mr. Gary. I take it there are other items that you are ahead on? 

General Outmstep. That is right. 

Mr. Harriman. These figures are unit by unit. Our analysis was 
made by TCC, and our missions in each country. They take the 
requirements of each unit and apply them to the program which we 
are setting before you. 

Mr. WiaeLeswortuH. Well, I do not know that there is anything to 
be gained, Mr. Chairman, by further questioning. It seems to be 
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difficult if not impossible to get specific answers, and I think I may as 
well withhold further inquiries until we get into the details. 

Mr. Roonry. May I observe at this point that I have not heard 
any failure in answers to your questions. I might suggest that you 
go into the details of what was suggested a vear ago and the expected 
target dates in regard thereto and then when you get those compare 
them with the testimony today. 

Mr. Wiaciesworrn. All I was trying to get was a general over-all 
picture, as to what we have accomplished in terms of the targets that 
we have had heretofore. I wanted to find out specifically how we 
check up in terms of manpower in the field and in terms of end items, 
and I have not been able to get any specific information. 

Mr. Gary. As | understand the situation you are asking general 
questions and you want specific information. When we get down to 
the detailed part of the program you can get that specific information, 
but Mr. Harriman is testifying generally and he is answering the 
general questions that have been submitted to him. At the proper 
time the detailed information will be furnished. 

Mr. Harriman. I want to make this explanation, that my testi- 
mony in no sense was at variance with General Gruenther’s; and we 
have worked together on this TCC report. I am simply saying that 
we are behind what it was contemplated we would be shipping thus 
far. This is due to two causes: one, the diversion to Korea, and, two, 
on certain items like tanks we are behind in production. I also said, 
which confirms what General Gruenther said, that actually there has 
not been too much damage to the program so far because they have 
had enough in these countries for training of the units, although cer- 
tain of them would be in greater combat readiness if we had been able 
to ship more equipment to them. From now on unless we are able 
to ship the large volume that is contemplated we will not have the 
combat effective units in Europe that are planned for under the Lisbon 
plan. 

That is my statement, and, as I understand it, it in no sense at all 
is at variance from what General Gruenther testified. 

General Oumstep. That is right. 

Mr. Harriman. But you say in terms of percentages, and I cannot 
estimate it because this relates to specific equipment for specific units, 
small amounts of combat equipment to go to a specific unit which 
may bring it up to a state of combat effectiveness. 


PERCENTAGE BEHIND SCHEDULE 


Mr. Wiagateswortn. My question was percentagewise or other- 
Wise. 

Mr. Harriman. Can you give the percentage of the estimates that 
were made a year ago that was going to be shipped for the fiscal vear 
1952 as compared to what is now estimated to go forward in deliveries? 

General O_msrep. I think the closest we could come to that 
Mr. Harriman, would be to say that the first time we asked our serv- 
ices to actually forecast shipments by item was early this vear and 
they forecast at that time total shipments during the fiscal year of 
$3 billion. We will hit about $2.7 billion in actual performance, and 
on that basis we would be about 10 percent behind where the services 
said early this year they would hope to be. 
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Mr. WicGLeswortu. What can you say as to the forces actually 
in the field; are they smaller than the targets? 

yeneral OLMsrep. Up to now, sir, the forces that have been com- 
mitted have been actually raised; they are actually in being. 

Mr. WicGiesworrn. You mean that we have in the field the full 
number of forces that we hoped to have as of this time? 

General Outmsrep. That is right, sir. I might add that the readily 
mobilizable strength in our Western European forces exceeds our own 
readily mobilizable force as of now. 

Mr. WiceLeswortu. Well, that was contemplated last vear. 

General O_msrep. That was planned, and they have performed. 


EUROPEAN COUNTRIES THAT CAN BE EXPECTED TO DO MORE 


Mr. WicGLtesworrn. Let me ask you another question: Is it your 
judgment that all of our allies are, in fact, doing at this time all that 
can reasonably be expected of them? Without mentioning specific 
countries by name, are there certain of them that can be reasonably 
expected to do more? 

Mr. Harriman. | think by and large the answer is that they are 
doing reasonably what they can do. 1 would like to have this example 
off the record, if I may. 

Mr. WiaGiusworiu. Off the record. 

(Discussion off the record.) 


YUGOSLAVIA 


Mr. Wieeiesworrn. There is money in here, is there not, for 
Yugoslavia? 

Mr. Harriman. Yes. 

Mr. Wieeiesworru. And I understand that you believe whole- 
heartedly in that policy? 

Mr. Harriman. Yes. I saw Tito last August and had a long talk 
with him and several members of his government. I have been 
convinced that the break between himself and the Kremlin was 
irrevocable, and he and his colleagues are extremely anxious to build 
up their defense. General Collins went there and inspected some of 
the units and our military people find that they have quite a sub- 
stantial force in being in Yugoslavia, but they need very much the 
modern equipment which we can supply under this program, and it 
will add materially to our security if they can protect themselves from 
attack and put up a tough resistance. 

Mr. Wieciesworrn. That is a calculated risk which you feel we 
should take? 

Mr. Harriman. Everything we do is a calculated risk. I think it 
is a very good investment myself. I think the defection of Tito is 
one of the greater blows that the Kremlin has had in the attempt to 
build up a world of satellite states. 

Mr. WiaGiesworruH. You think that the defection is permanent 
and irrevocable? 

Mr. Harriman. It is as far as Tito and his party are concerned 
complete, and as of the present time it looks as if there is no undue 
a ver an of opposition from the Stalin type of Communists in Yugo- 
slavia. 
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OFFSHORE PROCUREMENT 


Mr. WiceLteswortn. Let me ask you one other question. To 
what extent do you foresee that offshore procurement will be practic- 
able in the fiscal year 1953? 

Mr. Harriman. We are hoping in that fiscal year that we will be 
able to place a billion dollars of offshore procurement in Europe, and 
that will help expand their defense production. That is the next 
fiscal year? 

General Otmstep. Yes; that is the coming fiscal year. 

Mr. WiaGieswortnu. The fiscal year 1953? 

Mr. Harriman. I think they have already placed about $400,000,000 
in contracts for offshore procurement in fiscal year 1952. 

General Otmstep. Yes; plus others. 

Mr. Harriman. They placed others? 

General Otmstep. Yes. 

Mr. Harriman. Would you give the figures, please? 

General Otmstep. Yes, sir. The contracts for fiscal year 1952, 
including those we anticipate which will be signed by the end of this 
month and those already signed, will include a total of a little over 
$600 million. 

Mr. Harriman. I saw the figure on that which has been placed, 
and that is what will be done by the end of the year. 

General Otmstrep. Yes; they are either signed or in the process of 
signing and will be closed by the end of the year. 


BUDGETS OF EUROPEAN ALLIES 


Mr. Covprerr. To what extent are our European allies still oper- 
ating on budget deficits, or have they succeeded in getting their 
deficits under control? 

Mr. Harriman. The British have had a balanced budget until 
this year. The French and Italians have had unbalanced budgets. 
Of course, the French operate two budgets. One is the current bud- 
get and the other budget is the capital-investment budget, and they 
have done right to borrow money for their capital-investment budget, 
attempting to do that through a noninflationary form of borrowing. 
The Italians have had an unbalanced budget. The budget-esti- 
mates book shows this information country by country. The United 
Kingdom has had a balanced budget, but anticipates a deficit this 
current year. Most of them show a substantial imbalance, but they 
are trying to handle that by noninflationary financing. 

Mr. Covpert. I assume you and your colleagues in MSA have 
encouraged them to do the best they can to avoid deficits, and you do 
help them all you can to balance their budgets, and that is part of 
this program, really; that is one of the purposes of it; is it not? 

Mr. Harriman. It is true that we have been trying to help them 
avoid inflation. On the other hand we do not think it is necessarily 
unwise for them to have some budgetary deficit because most of the 
countries are putting substantial sums of money into reconstruction 
and capital improvements, such as increased power which will add to 
the productivity of those countries. The only hope of Europe is to 
have an expanding economy, and all of them are working on plans 
to have an expanding economy, and if they can handle their deficits 
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by noninflationary financing, and their deficits only relate to that 
part of their budget which includes capital expenditures and expendi- 
tures for improving their economy we do not think that is necessarily 
an unwise financial policy. 

Mr. Couperrt. I think that is a very interesting point of view, and 
it is not surprising in the light of the history of the United States in 
the last few years. I thought one of the purposes of this program 
was to assist our friends in Europe to conduct what we assumed was 
an orthodox, sound method of public financing which was to keep the 
budget balanced and get control over the inflation which existed. I 
am surprised when you tell me that you and your organization and 
the American representatives are not encouraging balanced budgets 
to prevent inflation over there. 

Mr. Harriman. I think you are putting words in my mouth there, 
Congressman. We have exercised all of the efforts that we could to 
get all the countries over there to control their inflation, and until 
Korea came along Europe had pretty well controlled her iaflation. 
France was in pretty good shape. The Korean incident upset the 
program, and all of our influence has been to prevent inflation and to 
carry forward fiscal policies which would prevent inflation. I am 
trying to say that it is not necessarily inflationary to run a budget 
deficit for capital aevelopments which expand the economy if they are 
financed through noninflationary borrowing. That is a norma] form 
of sound fiscal policy as anybody will tell you. 

Mr. Couprerr. That is what I had hoped. 

Mr. Harriman. I think you will find that all of the influence of 
ECA and MSA has been for the soundest possible form of financing. 

Mr. Couprerr. Are you satisfied with our financing of this particul.: 
program and the other security program of $50 billion for the military 
which is resulting in estimated deficits of $14 billion? 

Mr. Harriman. I would prefer to see increased taxes, some of which 
were asked for by the administration. 

I personally think in a cold war we have to do the things which are 
necessary for our security. Where we have an economic situation 
where there is a large amount of money going to private investment, 
we can certainly swing a deficit without inflation. With $59 billion 
private investment last year, and running at the rate of over $50 
billion this year, which is more than double what has normally been 
our practice, it shows that we can swing a budgetary deficit without 
inflation if we handle our fiscal affairs in a conservative and knowledg- 
able manner. 

FINANCING OF FOREIGN AID 


Mr. Couprmrr. In your Harriman report of 1947, you will recall 
one of the points you made categorically and without reservation was 
that foreign aid should not be financed by deficits but financed out of 
taxes. 

Mr. Harriman. We are in a considerably different position at the 
present time because of the increase in world tensions and the quad- 
rupling of our defense expenditures between 1947 and the present 
time. 

Mr. Covuprrr. But we would be in a better position if we financed 
it out of taxes. 
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Mr. Harriman. I think that we would be very much better off, 
and | would prefer to have it on a pay-as-you-go basis, but that is for 
the Congress and not for me to decide. I certainly do not think we 
should try to squeeze our security recuirements out of the tax collec- 
tions that are available now. I think it would cost us more in the 
long run, and I hate to see us take risks with our security in cutting 
back now. 

Mr. Covprerr. Do you not consider that there is some risk involved 
in the over-all picture in running substantial deficits? 

Mr. Harriman. [ think that we cannot afford to do it for very 
many years. 

Mr. Couprerr. After all, you will recall that in your 1947 report 
you and the very distinguished committee which was assigned the 
task by the President of determining how much it was safe for the 
United States to contribute to foreign aid, came up with a maximum 
of $17 billion over a period of 4 years. Now, do you still plan to spend 
$10.5 billion for 1952 as the present budget indicates? 

Mr. Harrrman. That was $17 billion. We actually spent about 
$12 billion in the Marshall plan and now we have a completely new 
situation as a result of increased world tensions, and what is straining 
our budget is not our foreign-aid programs alone, but it is the size of 
the combination of those foreign-aid programs with the very large 
military expenditures. Our foreign-aid programs, as proposed by the 
President in his budgetary message, were only about 12% percent of 
the total requested for our security programs. 

Mr. Couprrr. Of course, that is true, but the net result is a very 
substantial deficit. That is the problem. 

Mr. Harriman. | think your foreign expenditures are part of our 
whole security program. 

Mr. Covuprrr. Yes; I wholly agree. 

Mr. Harriman. And the two must be meshed together. I cannot 
conceive of slashing one segment of it. That, it seems to me, is a 
very unsound thing for Congress to do. 

Mr. Covperr. It is inflationary, this $60 billion policy, as John 
Foster Dulles has recently described it. 

Mr. Harriman. The manner in which we handle our internal 
affairs relates to inflation. I think we can spend the amount of 
money which has been requested, which I think is essential for our 
security. I think it will cost us more in the long run if we try to 
save it this year. The manner in which we handle our domestic 
affairs is a matter of some disagreement. 


ESTIMATED EXPENDITURES 


Mr. Covprrr. The President’s budget for expenditures indicated 
that foreign aid, your agency, would expend, I think it was, $10,500,- 
000,000. 

Mr. Harrman. That is right. 

Mr. Covuprert. Has there been any change in that program? 

Mr. Harriman. I think it will be reduced in the latest Senate sum. 
It will come down to slightly over $10 billion. Now the reason for 
that, of course, is that we are catching up on the shipment of those 
things which were authorized, military items which were authorized 
by Congress for the fiscal year 1951 and the fiscal year 1952, and 
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there is necessity of getting those shipments abroad as rapidly as 
possible in order to match the activation of units which the Europeans 
are undertaking. 

Mr. Coupgrr. Perhaps one of your fiscal experts later will tell us 
why a reduction in the current re quests will affect your total expendi- 
tures because, as I recall the breakdown in the President’s budget, 
it was contemplated that only about $3,500,000,000 of expenditures 
would come out of this new bill, and some $7,000,000,000 would come 
out of the carry-over. 

Mr. Gorpon. Congressman, the estimate in the President’s budget 
was about $10,500,000,000, and that estimate is now about $10,150,- 
000,000. That is a reduction of $350,000,000. That is against an 
authorization reduction of about $1 billion in this set of figures used 
here. The reason for that is that a portion of the funds authorized or 
appropriated for the fiscal year 1953 will, of course, have to be spent 
in 1953, and a large portion will be carried over because it is for long- 
lead items. This is simply the proportion of the expenditures for the 
fiscal year 1953 itself, for the short-lead time items on the military and 
economic side. 

Mr. Couperrt. Is it necessarily a consequence of a reduction of the 
appropriations or merely the exercise of judgment by the Adminis- 
trator? 

Mr. Gorpon. It is a necessary consequence if the reduction in the 
contracts is made ina balanced manner as between long-lead and short- 
lead items so thet you have a balanced program. It affects some of 
both. 

Mr. Couperr. That is all. 

Mr. Gary. Thank you very much, gentlemen. 

Mr. Harriman. Thank you, Mr. Chairman. 


WEDNESDAY, JUNE 4, 1952. 


DrrparTMENT OF DEFENSE 
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HON. ROBERT A. LOVETT, SECRETARY OF DEFENSE 

LYLE S. GARLOCK, DEPUTY COMPTROLLER, OFFICE OF SECRE- 
TARY OF DEFENSE 

JOHN E. MURPHY, COMPTROLLER, OFFICE OF DIRECTOR FOR 
MUTUAL SECURITY 


GENERAL STATEMENT 


Mr. Gary. The committee will be inorder. Weare pleased to have 
with us the Secretary of Defense, Hon. Robert A. Lovett. We shall 
be glad to hear from you at this time, Mr. Lovett. 

Secretary Loverr. Mr. Chairman, [ have a brief statement which 
deals with some of the broad aspects of the problem. Genera! 
Olmsted and Mr. Garlock are available to the committee for such 
details as you may wish in all of the items in the request for appro- 
priations. 
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Mr. Chairman and members of the subcommittee, I am appearing 
before you today to urge the appropriation of the full amounts which 
will be authorized by the Mutual Security Act of 1952 when that 
measure is enacted into law. We need the full amount of these 
military assistance funds to promote the security of the United States. 
The Department is prepared to explain to you in detail why we need 
that money now and how we propose to use it if we get it. 

First let me tell you what we have done with the funds previously 
appropriated by the Congress and allocated to the Department of 
Defense under the Mutual Security Act and the Mutual Defense 
Assistance Act. We have used the money to strengthen the military 
forces of nations which are agreed with us to resist aggression aimed 
at destroying their freedom and at extending the area of domination 
of Communist-led dictatorships. Most of the money has gone to 
provide these people with military equipment. Our military advisors 
in the recipient countries recommended, and our Joint Chiefs of Staff 
approved, whatever equipment was and will be provided. Each bit 
of equipment that is sent is regarded as essential to the accomplish- 
ment of mutual defense tasks. Some of the money was spent for 
training the forces which we helped to equip. While we aid these 
nations with both training and equipment, they depend on themselves 
for their necessary manpower and the cost of their pay and mainte- 
nance. 

As soon as the funds were appropriated and allocated to the De- 
partment of Defense, we took steps to place contracts as rapidly as 
possible. By the end of April of this year we had obligated approxi- 
mately $8.7 billion of the $11.1 billion that had been allocated to us 
as of that date from the appropriations for fiscal vears 1950, 1951, 
and 1952. An unobligated balance of $2.4 billion remained on April 
30. Obligations during May are estimated at $1.1 billion. By the 
end of the fiscal vear I expect that the procuring agencies will have 
obligated all but four to five hundred million dollars. We are reserv- 
ing the last for engineering and specification changes, development of 
new items and for additional offshore procurement. 

We order matériel as soon as possible after we get authority under 
appropriations to buy, but we pay only on delivery of the finished or 
partly finished product. Some few items can be delivered almost 
immediately, but most of them are the hard-to-get items which take 
a long time to make. This assembly and construction period is 
called “lead-time.” Many of the items of equipment being procured 
under the act call for a lead time of a vear to 18 months or more. 
That is why we often have large unexpended balances of funds. 
They cover contracts and orders placed but not vet delivered. 

By April 30 we had spent $2.7 billion for goods that had been de- 
livered. The rate of delivery on long-lead items has been increasing 
and consequently our rate of expenditure is rising. In fiscal year 
1951 we expended $172 million in the second quarter, and $215.7 
million in the third quarter. In the same quarters of fiscal 1952 we 
spent $508.9 million and $606.2 million. We still have an unex- 
pended balance of $8.4 billion to take care of items ordered and not 
vet delivered. 

’ Since we cannot meet simultaneously all of our requirements for 
matériel for ourselves and for the nations allied with us in this mutual 
security effort, we have adopted a system of priorities. 
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The highest priority we give to the forces of the United States 
actually engaged in Korea, and forces which are joined with us in this 
effort of the United Nations which buy arms from us. These require- 
ments get the very first call on our available stocks and our first pro- 
duction of matériel. Then come the needs of the forces, ours and our 
friends’, who, in case we fail to deter war, are those most likely to be 
the first to meet the aggressor. Finally, come the rest of our needs. 

Provision of matériel under the MDA pragram until now has been 
limited by the level of production which has not, until recent months, 
left a substantial balance after supplying the needs of our overseas 
forces and the allied forces in Korea. Now there is a rising flow of 
weapons, ammunition, planes, tanks, and other military vehicles, 
which is reflected in the rising rate of MDAP expenditures. This rise 
should continue throughout fiscal year 1953. The rate in items being 
bought for mutual security, after the satisfaction of higher priority 
demands on production, now compares very favorably with the rate 
for over-all procurement and production. 

In justifying the funds we are requesting for fiscal vear 1953, I 
shall discuss the subject title by title. 

The title | area includes the nations of Western Europe which are 
members of the North Atlantic Treaty Organization, together with 
Western Germany, Yugoslavia, and Spain. This area is the most 
likely target for Soviet aggression if it should come. With its reservoir 
of skilled manpower, its industrial capacity second only to our own, 
and its numerous bases suitable for operations to the west, south, 
and southeast, this area must be held against aggression. It is vital 
to the defense of the United States. A long step toward assuring 
that defense has already been made with the build-up of forces now 
available in NATO. But plans for completing the defenses must be 
carried forward as rapidly as the ability of the member nations will 
permit. 

The President, in his request to the Congress, asked that 4 billion, 
145 million dollars be made available in the form of military assistance 
for the title I nations. Although final action on the enabling legis- 
lation has not vet been taken, the action of the conference committee 
yesterday indicates that, in the judgment of Congress, the amount 
to be made available for this purpose will be only about $3} billion. 
Further, it appears that the request for defense support funds will 
be reduced by about $547 million, from $1.82 billion to about $1.28 
billion. These cuts, necessarily, will slow the build-up of European 
forces and military production. 

The forces agreed to by the members of the North Atlantic Council 
at Lisbon were not completely adequate from a military standpoint in 
the first place. They represented a compromise based upon the best 
judgment of what the member nations could raise and support with 
substantial United States help. Of necessity, there was a very real 
element of military risk. 

The reductions in military assistance being made in the enabling 
legislation will reduce the amount of United States equipment which 
can be provided and slow up the mobilization and equipment of the 
forces agreed upon in Lisbon. The reductions being made in defense 
support will cause the recipient nations to reduce their own military 
production. The precise effect of this combined reduction in terms 
of military formations cannot be accurately predicted at this time 
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because of the complex process by which an annual military program 
is developed. That process, as you know, involves national and inter- 
national decisions on a number of related subjects, such as availability 
of funds, levels of production, forces to be raised and maintained, scale 
of equipment for the forces planned, state of readiness of the forces, 
and target dates for developing the capability for active operations. 
A change now in the amount of money available, both in United States 
aid funds and country appropriations, will affect all the other deci- 
sions. Hence a rebalancing of all elements must be made in order to 
arrive at a revised program. 

Depending upon the exact nature of the decisions made in the re- 
balancing, the final result will be one of three possible alternatives: 
A lesser number of combat units than was planned at Lisbon; the 
same number of units but with reduced initial issues of equipment; or 
a reduction or elimination of combat reserve stocks of equipment and 
ammunition. But no matter how the reduction is actually made, we 
cannot sidestep the obvious conclusion that, with the most intelligent 
and careful planning, a reduction of the funds requested will inevitably 
lead to a proportionate reduction in the military effectiveness of 
forces as of the time end-item deliveries materialize under this appro- 
priation. This reduction will in effect “stretch out the stretch-out,’ 
thus increasing the risk already taken in the Lisbon decisions. We of 
course must accept the judgment of the Congress as to the aecepta- 
bility of this resk, and, whatever their decision, I assure you that the 
Department of Defense will seek to apportion any reductions made so 
as to minimize the effect insofar as possible. 

However, | feel in duty bound to emphasize again that an appro- 
priation in any appreciably lesser amount than that authorized by the 
enabling act will require such drastic downward revision of the defense 
build-up of Europe as most seriously to endanger our national security. 

Probably one of the most important accomplishments of the Mutual 
Security Program to date has been the establishment of internatioaal 
confidence among tie NATO nations. National jealousies and dis: 
trusts have been relaxed. <A start toward the creation of a strong 
mutual defense community with the common aim of deterring and of 
halting Soviet aggression wherever it may occur has been made. Not 
only will further cuts in this appropriation, through a lessening of 
both military ass stance and defense-support efforts, result in weaker 
forces with whic: to combat aggression, but, in all probability, they 
will also present such a discouraging pic ture to our European partners 
as to undo mue) of the good work already accomplished. 

Sp cifically, I believe that further aieieelehichn cuts might have 
an adverse ff ct on the decision of the Federal Republe of Germany 
to draw close to the west and might well appreciably delay, or eve 
jeopardize, tre formation of the European Defense Community anc 
European D fense Ferce. 

Turning next to title IL, Greeee and Turkey are now full-fledged 
members of NATO. Their substantial fighting forces are now being 
integrated under the command of General Ridgway through his south- 
evn commander, Admiral Carney of the United States Navy. Greece 
and Turk -y will take part for the first time in the annual budgetary 
and planning review, similar to the TCC review of 1951, to be con- 
ducted this fail by the NATO staff and member countries. 
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As you are aware, an agreement has been reached with Iran for 
resumption of military assistance. We have now resumed shipments 
to that troubled country, which has only recently received a threaten- 
ing note from the U.S. 8. R. 

The amount of aid requested for military assistance to these three 
countries— Turkey, Greece, and [ran—is $606.370.000. The con- 
ference committee yesterday agreed to $560,316,500. These funds 
will be used to balance out the service arms in Greece and Turkey, 
and to maintain and continue to modernize the combat units already 
in being in the three countries. 

In title HI], the Far East, the past vear hes brought some progress 
in Southern Asia and the Pacific. Both the direct and indirect mili- 
tary-2id programs have begun to make themselves felt. T need not 
stress to this committee the strategic importance of this area, the 
source of raw materials that it represents, or the rich prize in man- 
power it would be for the Communist world. 

Military assistance to the Chinese Nationalist Government forces 
on Formosa has strengthened the island against aggression. Military 
assistance to Indochina has been given a high priority and has been 
decisive in checking the tide of Communist aggression there. In the 
Philippines and Thailand, our military assistance programs are sup- 
porting the preservation of internel security. 

The amount of funds requested for mititary assistance in title ITT is 
$611,230,000, most of which is for Indochina and Formosa. The 
conference committee visterday epproved $564,807,500. A solution 
in Indochina would have an extremely important bearing on our prob- 
lems in Europe. Not only is the operation a financial drain on France, 
but of the 140,000 French and colonial troops in Indochina, some 
40,000 are experienced commissioned and noncommissioned officers 
who are needed to cadre and train additional French divisions in 
NATO. 

In title IV we are requesting $62,400,000 for military assistance to 
certain Latin-American countries. The conference committee ap- 
proved $57,685,570. Our neighbors to the south have about half of 
the total population in the Western Hemisphere, and about half of the 
total natural resources. The United States has a special responsi- 
bility for the defense of this hemisphere, but our Latin-American 
neighbors, too, have a great stake in its security. QOur_ present 
program is directed toward placing them in a position, from a training 
and equipment standpoimt, from which they can assume certain 
specific defense tasks. 

In the last war we had to deploy about 100,000 United States 
military personnel in the Latin-American area to keep Imes of com- 
munication open, develop air bases, and insure the security of strategie 
materials. It is our hopé in this program to develop Latin-American 
forces of the character and capacity to assume that burden in the event 
of another war. 

This is not a situation where we are asked to assume the whole 
burden. Many Latin-American countries have for several vears 
largely borne the cost of maintaining military training missions which 
the United States has furnished at their request. Many of these 
countries are also buying United States arms in substantial amounts 
and paving cash for them. 
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In conclusion I should like to point out that during the past few 
years, largely through economic and military assistance provided by 
the American people, and through much hard work and some sacrifice, 
we have made real progress in the common defense. We have attained 
some measure of rearmament for defense. We have restricted further 
encroachment of communism in Asia. The North Atlantic Treaty 
Organization has become a working reality, and we have just witnessed 
the initial steps toward a European Defense Community. We 
cannot afford to lose the gains we have made. We must continue 
to move forward along the only line which holds any reasonable 
assurance for world security and peace. It will cost money, but its 
cost is the best insurance against the larger and probably cats astrophic 
cost of a third world war. Again may I remind you that the risks 
already taken are serious enough to delay our dates of readiness and 
to reduce our forces below what our best military planners would 
agree is an acceptable risk. To reduce it further would certainly 
be to stand near the crumbling edge of disaster. 1, therefore, respect- 
fully urge this committee to recommend to the Congress the appro- 
priation of the full amount of funds authorized in the Mutual Security 
Act of 1982 

POSSIBILITY OF WAR 


Mr. Gary. Thank you, Mr. Secretary. What is your appraisal of 
the threat of an attack by Russia at the present time as compared with 
a year ago? 

Secretary Loverr. Mr. Chairman, I think the military chiefs are, 
in that professional field, more competent than I, but I naturally have 
ac quire «i certain impressions and to a certain extent certain convictions 
about it. If it is appropriate to answer the more difficult part of this 
question off the record, [ shall deal with it on the record first and then 
go into the details later. 

It seems to me that there is an evil pattern visible today both in the 
Far East and in the west which, suprisingly enough, has caused 
remarkably little attention in the press or among ‘the competent 
observers. And that pattern is the violence and the reckless character 
of the propaganda war which is conducted by the Soviets and their 
satellites. 

I believe it is recognized that an essential part of the military 
strategy of the Communists is the initial build-up of a strategic 
propaganda barrage. Let me cite some examples. 

We have had first the charge of the use of bacteriological warfare. 
That was spread with enormous effort throughout the Far East and 
through Western Europe. It resulted, for example, in the develop- 
ment of a Communist Party line to the point where General Ridgway 
on his arrival in Paris was referred to as ‘General Microbe.” 

The fact of the matter is, of course, that neither the United States 
nor any of the United Nations Command has ever used bacteriological 
warfare of any charactetr. It is an absolute, outrageous, unequivocal 
lie. It has been so branded repeatedly. But the truth finds it hard 
to catch up with lies, unfortunately. 

The next step was to charge us with the use of poison gas and to 
propagandize that to a considerable extent. That also is a complete 
falsehood. It stands to reason that if we had used either of those 
elements it would have run counter to our moral position as well as 
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have resulted in very dramatic evidences of their use, which are wholly 
lacking. There is no truth in those charges. 

Simultaneously there has been in Western Europe an increased 
degree of tension arising out of the expansion of the harassment tactics 
of the Soviets in anticipation of the signing of the contracts with 
Western Germany. You are aware of the repeated incidents, where 
they have closed off the highways between Helmstadt and Berlin; 
where they have interfered with the free ingress and egress between 
the sectors of Berlin; where they have dug ditches between the sectors; 
where they are clearing a 5-kilometer strip. 

All of those things, whether from a psychological point of view or 
from a point of view of a military operation, indicate at least a mount- 
ing tension and a mounting apprehension on the part of the Soviets 
and an effort, against that background, to frighten, intimidate, coerce, 
or weaken the resolution of the western Germans and the Western 
Powers. 

I am unable to measure its effectiveness. It is notable that the 
Germans are rather sardonic about propaganda. They have been 
exposed to it expertly. 

I think, however, that this committee should be aware that the 
vilification and vituperation in the propaganda directed toward the 
United States in particular by the Soviets directly, and not merely by 
their satellites, is equal to—and in the judgment of many, surpasses 
that directed against the Germans by the Soviets at the height of the 
war. 

[ can only draw a conclusion from that that it is reasonable to as- 
sume the Western European countries are under great tension; that 
these maneuvers which take place in a propaganda sense, both in the 
Far East and in the West do fall into a normal pattern as far as the 
Soviet military strategy is concerned; and in those circumstances it 
would be my guess that because of the developments in Western 
Germany and because of the developments in Korea, the degree of 
tension developed is greater than it was a vear ago. 

If you will permit me now to go off the record, Mr. Chairman? 

Mr. Gary. Yes. 

(Discussion off the record. 


EFFECT OF STEEL STRIKE ON DEFENSE PROGRAM 


Mr. Gary. What effect will the steel strike have on the defense 
program? 

Secretary Loverr. It will be more grave than I can_ possibly 
express. The single item which appears in all of the critically needed 
items in this country is steel. Any stoppage of the production of 
steel can be cataclysmic if it continues. One of the reasons is that it 
takes a number of days to cool off a furnace. To refire a furnace 
takes approximately 3 weeks, so from the time of the shut-down you 
must add 3 weeks in order to get the full picture. 

The military forces are not direct contractors with the steel com- 
panies except in a very minor sense, and for very special types of 
steel for use in arsenals and experimental work. However, our con- 
tractors contract with some 300 steel mills; therefore, our orders for 
the military forces are spread throughout the steel industry. 

I do not know any single thing which constitutes a greater threat 
to the security of this country than a steel stoppage. 











210 
UNEXPENDED BALANCE OF FUNDS 


Mr. Gary. We still have an unexpended balance of 8.4 billion to 
take care of items ordered and not yet delivered. My recollection is 
that we were given a figure of a little over 7 billion yesterday. 

Secretary Loverr. I think that was an estimate that related to the 
end of the fiscal vear. 

Going back to my statement, it mentioned that, at the end of April, 
we had obligated approximately 8.7 billion out of the 11.1 billion that 
had been allocated to us as of April 30. You will find in vour book a 
total of 11.4 billion for the fiscal year which ends June 30; $300,000 000 
was held back by the Director of Mutual Security for packing, ship- 
ping, transportation charges, and so forth, and was released to us 
after April 30. 

Therefore, if you add to the 8.7 billion as of the end of April, the 
estimated obligations during May of 1.1 billion, you get a total obli- 
gation figure of 9.8 billion, leaving unobligated of the allocations re- 
ceived prior to April 30, to be obligated between now and June 30, 
1.3 billion. 1.1 billion was estimated as the May obligation, and I 
am advised that substantially all of the 1.3 billion can be obligated 
by June 30. 

On the expenditures, turning to page 3, we have against those obli- 
gations contracts outstanding—or will have at the end of the fiscal 
vear 1952—totaling all but $400,000,000 or $500,000,000 of the De- 
partment of Defense $11.4 billion of the funds appropriated by the 
Congress. Deliveries under those contracts, however, include many 
of the long lead time items that I have mentioned here, from 18 to 36 
months, which means that vou will not receive the end items, and 
therefore, not issue the checks, with funds that vou obligated in 
January of 1951 until probably September of 1952 for aircraft, and 
July of 1952 for items which take 18 months. It is those items that 
make up the total of the 8.4 billion dollars. 

Mr. Gary. That is as of what date? 

Secretary Loverr. The 8.4 billion was as of April 30. 

Mr. Gary. And you estimate it will be 7.7 billion by the end of 
June? 

Secretary Loverr. Yes; July 1. 

Mr. McGraru. I have no questions. 


CARRY-OVER FUNDS AND LONG LEAD ITEMS 


Mr. Wice.resworrn. T understand from what has just been said, 
taken in connection with your general statement, that the estimate is, 
that as of June 30, vou will have an unobligated balance of around 
$500,000,000 and an unexpended balance of about $7.7 billion? 

Secretary Loverr. That is our best estimate; ves. 

Mr. Wieciesworrn. That is with respect to an over-all availability 
for military purposes in all titles of the authorizing acts for the fiscal 
vears 1950, 1951, and 1952 of about 11.4 billion? 

Secretary Loverr. That is right. 

Mr. Wiaeieswortnh. What is the status of that $500,000,000 un- 
obligated balance as of June 30, 1952? Does that lapse or does that 
carry over? 

Secretary Loverr. That is for the most part in carry-over funds. 
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Mr. WiaGLeswortnH. Does it lapse in 1952, or does it carry over 
into the fiscal year 1953? 

Secretary Loverr. The conference report on the bill provides for 
authorizing extending it. 

Mr. Wiaeiesworrn. As to the 7.7 billion unexpended balances, 
is my understanding correct that there are in being, obligations for 
long-lead items amounting to that over-all figure? 

Secretary Loverr. | think it is approximately 7 billion on the long 
lead-time items, Mr. Wigglesworth. 

Mr. WiaGLeswortH. What is the other $700 million for? 

Secretary Loverr. $300 million we would classify as services, or as 
soft goods. It includes expenses of training, for example. There is 
$400 to $500 million unobligated which would make up the balance of 
the unexpended funds on June 30. 

Mr. Wiea.tesworrn. | am thinking for the moment of the item 
vou carry as “Unexpended balances” as of June 20, 1952, or $7.7 
billion, if 1 understood General Olmsted correctly. What does that 
represent? 

Secretary Loverr. Are we talking now about this 8.4 billion which 
becomes 7.7 billion as of July 1? 

Mr. WicGLteswortu. Yes. 

Secretary Loverr. That will include the $500 million that we were 
speaking of earlier. 

Mr. Wiae_eswortu. To what extent is the 7.7 billion unexpended 
balance figure represented by obligations with respect to long lead 
items? 

Secretary Loverr. It is very largely the total, Mr. Wigglesworth. 
Almost the entire amount is for long lead items, because the esti- 
mated expenditures for these items run through into the fiscal year 
1954. The delivery of most of these items will occur in the fiscal 
vear 1953, although some will not be received until fiscal vear 1954— 
Navy and Air Force items particularly. 

Mr. Wiae_esworrn. How firm are the obligations? 

Secretary Loverr. The amounts obligated so far are firm. We 
will probably have to readjust, depending upon the action of the 
Congress and the schedules, 

Mr. Wiaetrswortu. As of the present time approximately all 
of the 7.2 billion, we will sav—if we take out the $500 million—is 
represented by signed contracts? 

Secretary Loverr. We still have $1.1 billion to go, Mr. Wiggles- 
worth, to bring the total from $8.4 billion down to the figures which 
we would hit on the Ist of July. 

Mr. WiaGiteswortnu. That is true. 

Secretary Loverr. That approximately $1.1 billion has not been 
contracted. 

DEOBLIGATION POSSIBILITIES 


Mr. Wieciesworrn. What I am seeking to ascertain is how firm 
the so-called obligations are. When you use the word “obligation” 
does that represent a signed contract or is it something that can be 
deobligated tomorrow? How much flexibility is there? 

Secretary Loverr. Even a signed contract, of course, could be 
deobligated at some cost, but these represent firm obligations of 
funds, 
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Mr. Wice_eswortsh. How much flexibility, if any, is there in a 
tvpical contract with respect to delivery dates? 

Secretary Loverr. The delivery dates, of course, depend upon the 
rate of production. Most of these items are in the nature of produc- 
tion substantially identical to that supplied to our own troops; con- 
sequently, they are on the same line. It is, therefore, to a certain 
extent a question of totaling the military production for the three 
services and MSA, and allocating on a priority basis as directed 
by the President on January 9 of this year. I think there is a flex- 
ibility, as between the actual management of this, quite apart from 
the contracts, within the total of the contract quantity. 

In other words, if a NATO recipient country did not have any 
particular unit in being at the estimated date, the United States would 
have the right, through the Director of Mutual Security and the 
military departments, to divert that equipment to some member of 
NATO who might be ready for use. Title does not pass on the 
schedule, but passes only upon delivery to the user. 

Mr. Gary. I notice on pages 30 and 31 of the report of the Com- 
mittee on Foreign Affairs on the Mutual Security Act of 1951 that 
the estimated unexpended balance by June 30, 1952, is $7,894 ,400,000. 
Evidently, there has been some revision made of those figures. I 
wonder if you would insert at this point in the record a revision of the 
tables appearing on pages 30 and 31; one table showing the military 
assistance and the other the total assistance, so that we will have the 
latest figures on that. 

Secretary Loverr. Yes. That is as of February 29. You would 
like that brought up to date and reconciled? 

Mr. Gary. Yes. 

Mr. Mureuy. | think that I can explain the reason for that. 

Mr. Gary. [can understand that the picture is changing. I am not 
questioning your figures. I am just asking that you give us a later 
table. 

Mr. Murpny. Yesterday, Mr. Chairman, in testifying we used that 
7.8 billion figure, and I think this morning General Olmsted was 
approximating from vesterday’s testimony. Actually the 7.8 billion 
figure is as good today as it was when that table was made up. 

Mr. Gary. You mean that these two tables then do reflect the 
current estimates? 

Mr. Mureny. Yes. 

Secretary Loverr. May I suggest, if upon examination we find that 
it needs reconciliation, that we be permitted to insert that in the 
record at this point? 

Mr. Gary. Yes. 

(The matter referred to follows:) 

Present estimates of the unexpended balance as of June 30, 1952, are sub- 
stantially unchanged from the estimates as of February 29, 1952. The unex- 
pended carry-over is anticipated to be more than $7.8 billion as of June 30, 1952, 
from funds allocated for military assistance. 


FLEXIBILITY OF CONTRACTS 


Mr. WiaGLteswortn. Coming back to this question of flexibility in a 
typical contract are we to understand when the word ‘‘obligated”’ is 
used that it indicates that a formal signed agreement has been entered 
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into in all cases, or does the word “obligated” include understandings 
of less formal character? 

Secretary Loverr. It means that we have taken a formal commit- 
ment that we will procure certain items. 

Now, the forms of orders and contracts, Mr. Wigglesworth, as your 
committee and you are aware, differ with certain of the items. In 
other words, there is a maximum price contract on which the costs 
actually are redetermined half-way through the production total, and 
that contract, therefore, has elasticity in it. 

There is another form of commitment which provides for a total, 
and states that the delivery dates will be as agreed upon after a run of 
a certain number of items. By and large, I think, if | understand your 
question, it does represent a commitment to procure certain items. 
On some of the items the costs may not be wholly fixed, and the 
delivery schedules may not be entirely agreed on, but it is a commit- 
ment. 

Mr. Wiac.ieswortn. Title passes and payment is made only on 
delivery and in accordance with the terms of the contract; is that 
correct? 

Secretary Loverr. Payment is made by us on delivery in accord- 
ance with the terms of the contract, and title remains vested in the 
United States until ultimate delivery is made by us to the recipient 
country. The country is not identified with the item in the pro- 
duction line. 

Mr. Wiacciesworrn. And those contracts, I gather from what you 
say, contain clauses permitting revision, or even cancellation if con- 
ditions warrant? 

Secretary Loverr. The normal contract contains clauses which 
provide for cancellation on certain conditions, ves, and certain forms 
of modification, either through technical changes or otherwise. Part- 
ial and progress payments are also provided for with regard to the 
terms of the contract. 

Mr. Wiaa.esworrtn. If for any reason the Department of Defense 
wanted to defer or postpone delivery of items under a contract as a 
matter of administrative management, is that covered by the clause 
just referred to? 

Secretary Loverr. That is covered by the clause that we referred 
to. The decision remains in the hands of the procuring agency, not 
in the claimant government. 


NEW OBLIGATIONAL AUTHORITY AND EXPENDITURES 


Mr. WicGLeswortH. Now, have you determined how much new 
obligating authority you are going to receive in the fiscal year 1953 
under the conference report? 

Secretary Loverr. Only this morning we got the information, but 
in military items—Department of Defense plus MSA defense sup- 
port—the total is about 6.4 billion over-all. 

Mr. WiaGteswortuH. Military plus the defense support? 

Secretary Loverr. Yes, global. The military is approximately 
$4,600,000,000. 

Mr. WicGieswortnH. That is the new obligational authority? 

Secretary Loverr. Yes, and for defense support, economic, and tech- 
nical assistance programs approximately $1,850,000 ,000. 
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Mr. WiagGLeswortrnH. What is your estimate of expenditures in 1953 
in both respects? 

Secretary Loverr. Our estimate on the initial request was 7.7 
billion for our military assistance in the fiscal vear 1953. We would 
now make some downward revision of that. 

Mr. Wicaieswortn. Military plus defense support? 

Secretary Loverr. No, sir, that is just military items. We will, 
I believe, have to make some revision downward of that in the light 
of the conference committee decisions. 

Mr. WiacieswortH. What was the estimate on defense support? 

Mr. Mureuy. That figure was currently estimated at 1.7 billion in 
1953 for the defense support. 

Mr. WiaGiesworru. Actual expenditures? 

Mr. Murpny. Yes. 

Mr. WicGieswortn. You spoke of the increased level of produc- 
tion. Can you give us a little better picture as to that? 

Secretary Loverr. Yes. 

\ir. WiaGLeswortu. What is it running monthly, for instance, 
in terms of hardware? 

Secretary Loverr. I have a tabulation here (handing). 


RATE OF EXPENDITURE 


Mr. Wiceiesworru. This tabulation is entitled, ‘‘Detailed Ex- 
penditures During the Last 11 Months.” 

My question was directed to the level of production. 

* \lr. Gartock. Services and soft goods in that are running about 
1.5 to 1.6 billion per month. The balance of it is in hard goods and 
in?the construction category. 

Mr. WiaGLtesworrn. You mean when vou have spent $36,530,- 
000,000 in 11 months for our own armed forces and for the MSAP, 
if we take 1.6 billion of that 

Mr. Garuock. 1.5 billion to 1.6 billion per month, which is 15 
billion to 16 billion for soft goods, military pay and things of that 
kind. 

Secretary Loverr. And dependency allowances. 

" \ir. Wiceteswortn. That would leave about 20 billion for 11 
months? 

Mr. Gartock. Yes. 

Mr. WieGitesworrnH. Something over 2 billion a month from July 
to Mav, 1952, inclusive? 

Mr. Gartock. But an average is not a good picture of it. 

Mr. Wiceiesworrn. | understand that. 

Mr. Gartock. The 1.5 billion and the 1.6 billion is a fairly constant 
figure for the whole year, so all the increase between the first month 
and the eleventh month represents an increase in the flow of hard 
goods and construction items. 

Secretary Loverr. It is running slightly under 4 billion a month. 

Mr. WiceLesworrn. In total. It looks like 3.9 billion for the 
month of May. 

Secretary Loverr. Yes. 

Mr. Wiceteswortn. [ understand that the 1.6 billion is for soft 
goods? 
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Mr. Garuock. That is right. That leaves about 2.3 billion for 
hard goods. 

Mr. Wiac.iesworrn. 2.3 billion for May of 1952? 

Mr. Gartock. Yes. We have had almost a 1 billion a month 
increase in the last 11 months. 

Mr. Wiaeiteswortn. Off the record. 

(Discussion off the record.) 

Secretary Loverr. | think the easiest way to measure it is, we have 
actually more than doubled the production from July first of last year. 
As I stated earlier in the record, the actual increase from March of 
1951 to March of 1952 is 3.3 times. 

Mr. WieaGieswortu. This table might be included in the record. 

Secretary Loverr. May we provide it for the record? 

Mr. Gary. The table will be inserted in the record at this point 
when it is provided. 

(The matter referred to follows: ) 


Department of Defense expe nditures—Detailed expenditures in the last 11 months 
fiscal year 1952 through May 


{In millions of dollars} 


July - - - aris vyiiget $2, 978 | January __- $3, 53 
August_- : 3, 052 | February 3, 290 
September___ : 2, 630) March 3, 582 
First quarter__-- &, 660 | Third quarter 10, 403 
a - | 
October 3, 242) April ; 3, 926 
November_.- 3, 174) May 3, 902 
December 3, 223 - 
_ Total, 11.months 36, 530 
Second quarter 9, 689 


Mr. WiaaLesworrn. You say that rate should increase during the 
fiscal year 1953. Have you any estimate of what figure should be 
reached in the fiscal year 1953? 

Secretary Loverr. The estimated total expenditures in the fiscal 
year 1952 are approximately 39 billion. Our estimate of expenditures 
in fiscal vear 1953 is 52 billion, Department of Defense only, for both 
of those figures. 

Mr. Wiacitesworth. What I am trying to get at is this level of 
production curve. We have a figure for July of 1951 and May of 
1952. What do vou anticpate in 1953? 

Secretary Loverr. You cannot take an average on it, Mr. Wiggles- 
worth, because there is an acceleration clement in it. 

Mr. Gartock. I will give it to vou by quarters. 

Mr. Gary. Before you go to that, as I understand it, the estimate 
of expenditures for defense support amounting to 1.7 billion is just for 
defense support in title I. In addition, in other areas, economic and 
technical assistance expenditutes are estimated at about $900,000 ,000, 
making a grand total of $2.6 billion; is that correct? 

Secretary Loverr. That is right. 

Mr. Wiae.teswortnu. I thought all we were talking about here was 
military expenditures and defense support, and that the other expendi- 
tures are outside vour field. 

Secretary Loverr. Yes. 
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Mr. Gary. I just wanted to get into the record it is only the 
military expense that vou are talking about; that is all. 

Mr. Gartock. By quarters, Mr. Wigglesworth, our estimates the 
expenditures for the fiscal year 1953 are first quarter, $12.3 billion; 
second, $12.8 billion; third, $13.2 billion, and fourth, $13.7 billion. 

Mr. WiaeGieswortrnH. When vou say, “estimated expenditures” you 
mean that is vour estimate of the level of production? 

Mr. Garuock. Yes, sir, except for the services and soft goods, 
which run at a level rate. 

Mr. Wieeueswortsh. Otherwise, vou would not pay the money out? 

Mr. Gartock. Yes, sir. 

Secretary Loverr. The estimated expenditures are one of two 
vardsticks used to predict the estimated deliveries under our 
production. 

Mr. Wiaciesworrn. But I would think it would be the other way 
round. I would think that your estimated expenditures would de- 
pend upon your estimate of what can be produced; what will come off 
the production line. 

Secretary Loverr. That is the second element as a_ yardstick. 
They are both used to firm up an estimate of expenditures to provide 
the Treasury a basis to ask for taxes, because the expenditures include 
not only the production items but pay as well. 

Mr. Wiacieswortnu. Soft goods? 

Secretary Loverr. Yes, pay, family allowances, soft goods, clothing, 
transportation, public utilities, rents, and so forth. 

Mr. Gartock. The $52 billion total 1953 estimate assumes a 
doubling of overall production between December 31, 1951, and De- 
cember 31, 1952, with a slight increase in the last 6 months. 


PRODUCTION ESTIMATES 


Mr. Wiacatesworru. When you revise your remarks will you give 
us some figures for the record which will show the actual and esti- 
mated hardware production during those two fiscal years? 

Mr. Garnock. Yes. 


(The matter referred to follows:) 


Expenditures of Department of Defense military funds and defense portion of MSA 
funds for hard goods and construction and for all other purposes, fiscal 1951 and 
fiscal 1952 and 1953 estimated 

{Billions of dollars] 


? 











j 
| Hard goods | icst 
Fiscal year and con- | mt canoe a, = S. 
struction | 5%, : 
1951 EF SE ae IR NR Ra ee Oe OSE ey eee EE | 6.6 14.1 20.7 
1952 estimated . = ABN Se tase oe ELE ease so } 20.5 20. 5 | 41.0 
gg Tb REN ES  SAipe ea ee sal eae eee r 37.0 23.0 | 60.0 





Based on President's fiscal 1953 budget requests. 


Secretary Loverr. We have that available, Mr. Wigglesworth. 

Mr. Wiacieswortu. You speak of the forces to be raised and 
maintained. Can you give us either on or off the record what those 
forces are and are expected to be? 

Secretary Lovert. Yes. 

(Discussion off the record.) 
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OFFSHORE PROCUREMENT 


Mr. WicGLesworrn. I notice that you say on page 2, “By the 
end of the fiscal year I expect that the procuring agencies will have 
obligated all but $400 to $500 million.”” Then you say, ‘‘We are 
reserving the last for engineering and specification changes, develop- 
ment of new items and for additional offshore procurement.”’ 

I have been interested in the matter of offshore procurement. I 
have felt that it should be stepped up, both with a view to decreased 
expenditure and to making the allied governments self-sufficient as 
soon as possible. My understanding is that the authorization bill 
agreed to in conference yesterday provides for $1 billion maximum 
for offshore procurement in the fiscal year 1953. Is that right? 

Secretary Loverr. No. That amendment was removed in con- 
ference and | think wisely, because it set an arbitrary figure. 

Mr. WieGLeswortnH. It was a maximum figure? 

Secretary Loverr. It represented in effect a minimum, because it 
was a directive. 

Mr. WiagGiteswortrH. What was left—nothing? 

Secretary Loverr. It was stricken. 

Mr. WiaeLeswortn. The whole clause was taken out? 

Secretary Loverr. Yes. 

Mr. WieeieswortH. How much of the $500 million do you expect 
to use for that purpose? 

Secretary Loverr. We are keeping a margin of safety in there, in 
the event we have an opportunity to procure abroad items similar to 
the ones that we would otherwise deliver from American production, 
often at better, or at least, at equal prices, in order to establish a 
military production system over there which will enable the recipient 
country to take care of itself at some future date. 

We have been under a great handicap in the offshore procurement 
program as a result of the tax problem, and the directives which were 
contained in legislation prohibiting the payment of foreign taxes on 
these items. We have at last, after negotiations which started last 
fall, and accelerated during the winter, obtained relief from the taxes. 
In many instances, by obligating through the government itself, we 
are clear of taxes in the NATO countries. We are clear of taxes now. 
We are, therefore, able to deal with the foreign manufacturers on an 
equitable basis, and without having approximately 20 percent of our 
funds disappear into their tax structure. 

We are hoping that we can expand the areas of offshore procurement 
of more goods and items, and thereby provide the recipient countries 
more dollars to enable them to get raw material to put in their 
economy. 

Mr. WiaGLeswortu. We had testimony here yesterday, I believe, 
to the effect it is hoped that as much as a billion dollars might be 
used for offshore procurement in fiscal year 1953. Now, with this 
special clause eliminated in conference, I assume that the Department 
is in position to spend less, or more, whatever it deems desirable in 
that connection. What is the present estimate? 

Secretary Loverr. I am unable to say that a billion dollars, or 
approximately a billion dollars, would represent the figure, Mr. Wiggles- 
worth, because it depends upon the facilities which are available in 
the various countries and the reability of schedules in order to meet 
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the commitments which we have. Our intention, however, is to get 
just as much offshore procurement as we can efficiently and economi- 
cally, and it might well run a billion dollars, more or less. 

I think we have already employed something in the order of about 
$700 million—— 

General Otmsrep. A little short of $700 million by June 30. 

Secretary Loverr. Let us say between $600 million and $700 
million; and if we get the funds required here, it is reasonable to 
assume that that order of magnitude would be continued, perhaps 
exceeded. 

I think it should be noted that the services have had only 4 to 5 
months to work on this, because of prohibitions in the act and the 
difficulty of working out the new arrangements abroad. 

Now, if I may go off the record for a moment. 

(Discussion off the record.) 


READINESS TARGET 


Mr. WiaGtesworrs. This whole estimate is based on a date in 
the future selected as one at which it seems to be desirable to be in 
a state of readiness, is it not? 

Secretary Loverr. The estimate that we are currently dealing 
with, Mr. Wigglesworth, represents a stretch-out that was accepted 
as a hazard at the Lisbon Conference. 

I think to be fully responsive to your question, | ought to indicate 
the hazard was taken in part out of recognition of the fact that 
certain of the countries could not economically, or from their point 
of view of manpower, reach the target which had earlier been noted as 
desirable by the various military chiefs of staff of the individual 
countries. 

(Discussion off the record.) 

Mr. WieGieswortH. When you say on page 7 of your statement 
that “depending upon the exact nature of decisions made in the 
rebalancing, the final result will be one of three possible alternatives— 
a lesser number of combat units than was planned at Lisbon; the same 
number of units but with reduced initial issues of equipment; or a 
reduction or elimination of combat reserve stocks of equipment and 
ammunition”’; that paragraph speaks as of the date selected as the 
date of readiness? 

Secretary Loverr. Yes. That statement is designed to show the 
alternatives which we would have to decide upon in the light of the 
reduction of funds by appropriation. 

Mr. WieeGLeswortn. It would mean a postponement in one of the 
three respects intended. 

Secretary Loverr. Yes. 

Mr. Gary. The budget request here is based upon the Lisbon 
Conference estimate? 

Secretary Loverr. Yes. 

Mr. Gary. And that contemplates achieving a certain end at a 
particular time. 

Secretary Loverr. Yes; with the firm obligation on the part of this 
Government only up through December of 1952; the other being 
provisional, I understand. 
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USE OF EUROPEAN PRODUCTION POTENTIAL 


Mr. CLevencrer. Mr. Secretary, the discussions we get for the 
production of planes and equipment indicate the figures are staggering. 
It occurs to me to ask if we have progressed with the Germans and 
the French to the point where use might be made of the Ruhr zone 
and Belgium potential. They are very clever in production, and 
somewhere in the thinking, if we could develop the production right 
there on the ground, make use of their manufacturing potential, that 
might well cut the costs to America and speed up production greater 
than we could get here. 

Those people are hard workers, the Germans particularly, and I just 
wonder if we had progressed to the point where the French are willing 
to have the military production potential of the Ruhr developed? 

Secretary Loverr. They are energetic workers. But as a matter 
of faet we have had very expert teams over there finding out what 
can be economically produced in Germany. Unfortunately, until 
May 27 when the contract was signed, we were unable to do anything 
because of the armistice agreement. The Four Power agreement 
specifically prohibited any armament industry. They have torn 
down and shipped out of Germany the very essential things that they 
could use for the benefit of Western Europe. That is perhaps some- 
thing of an overstatement, because the Germans are extremely hard 
workers and intelligent technicians. Certain types of equipment 
which they could make use of exist, such as tools and modified plants. 
We are trving to find out what they are, what resources they have 
internally, that would relieve us from shipping over there coal and 
steel; as we would have to do, for example, in the case of Italy. 

Mr. Ctevencer. | was on the Herter subcommittee that went over 
there in 1947, the first survey—a starvation survey, you might say. 

Secretary Loverr. Yes. 

Mr. CLevenGcer. | do not speak German very well, but I had 
picked up enough German so | could talk to the people-—and I am 
referring now more to the coal region. 

Secretary Loverr. Yes. 

Mr. CLevencer. For some 28 months after the war they had no 
real production of coal in the Ruhr, and vet when | talked to some of 
the people, and talked with the managers, they told me they had 
circumstances almost as bad as that during the war and they were 
able to restore production in a matter of weeks. 

It was a matter of keeping production going, and they had a table 
showing the day-to-day production, exactly how much the production 
was, how much was lost in anv day. One man told me that if the 
British had taken their hands off of the Ruhr situation, production 
might have been substantially replaced within a period of 90 days. 
lam just wondering how much longer we can keep shipping materials 
over there just to keep their industries going, and it is not a matter 
so much of coal, but to me, as much a matter of the money with which 
to pav for this stuff, if we cannot make these people conscious of the 
fact that they must help save themselves. 

I wonder if consideration has been given enough to the German 
potential and their manufacturing capacity in the Ruhr Valley. 
Certainly the impression is that the Germans now can and are willing 
to work. 
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There is another thing I wanted to ask you about, that is, how much 
is involved in these divisions? It takes approximately 50,000 to keep 
a 19,000 division in operation. Does that provide for support troops 
with divisions in Europe? How many are there on the average for 
the divisions that we are talking about? 


GERMAN TROOPS IN THE EUROPEAN DEFENSE FORCE 


Secretary Loverr. Are those to be in combat divisions with 
support troops. 

Mr. CLevencer. That is what I wanted. The point I am making 
is approximately the proportion we are talking about here. 

Secretary Loverr. I think the number per division is about 30,000. 

Mr. Cievencer. | hope we are giving reasonable study to this 
thing, at least of making use of the Ruhr potential as well as tying in 
our divisions with the Greek and Turk troops, which are most im- 
portant, because they would be the first ones to be hit, that the 
Communists would first come in contact with. 

This does involve more use, greater use of the manufacturing poten- 
tial of Germany, Belgium, and France. We did not always find a 
willingness to work in France like there was in Belgium. There was 
something about it that showed they had something to fight for, that 
the people would resist, at least, that is the impression we had from 
those we were in contact with. 

And one other point, which I think surprised their government, we 
had never made a survey of the amount of livestock and the amount 
of recovery that had taken place in many areas, and I know we were 
very much surprised that they had more cattle, for instance, than 
they hed ever had in the past. I was just wondering if we know now 
how well their economy is organized. 

I do not know whether IT have made my thought clear or not, but 
there are potentials in our allies, among the people that we are asked 
to fight for. 

Seeretarv Loverr. With vour permission I will take up vour ques- 
tions in reverse. First, what is our knowledge of their economy? 
Starting with the ECA reports, which were generated, beginning in 
June of 1947, we have accumulated an amazing amount of informa- 
tion on the economic, financial, manufacturing, industrial, farming, and 
similar aspects of the European countries. In fact, the performance 
of the Temporary Council Committee was so extreordinary to many 
of those countries, that they have sent teams over here to find out how 
we go about the preparation of budgets. I never felt myself that we 
had found an adequate solution, but it is interesting to note that the 
solution we have is far in advance of most of those countries. 

The second point that vou raise is, | think, one of cardinal impor- 
tance. That is, can those countries support their own industrial ma- 
chine at an adequate level of defense? They needed a substantial 
restoraiion of their industrial capacitv, modernized through capital 
invesiment. The so-called Marshall plan gave them that at a very 
critical time. In fact, perhaps it saved Western Europe from going 
deeper into communism. It went, however, not into the military 
tvpe of industry. It went very largely into things like public utilities, 
and the type of goods which were in short supply. 
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The third aspect of the problem arises out of Germany, which vou 
correctly stated, and is of very great importance. We were prohibited 
by acts of the contracting parties, by treaties with our associates, from 
permitting Germany to build any of those military things—I was 
closely associated with that situation when I was with Secretary 
Marshall in the State Department. 

(Discussion off the record.) 

Secretary Loverr. To continue: Our program involves the use of all 
the German industries that we can possibly use. I believe that the 
agreement made on May 27—1 have not seen the full details of it yet— 
and the accord between the French, German, British, and United 
States indicates the area of military production for which they are 
responsible. The draft they agreed on early in May is very gratifying, 
and I think would meet the point. 


REPARATIONS 


Mr. CLeveNGER. As late as 28 months after V-day they were re- 
moving plants, destroying plants, 4 years after the war, that had the 
industrial potential. 

Secretary Loverr. That was for reparations. If the Germans tore 
down a plant, say in Lyons, France, to that extent the French would 
tear down some German plant and machinery for reparations. That 
is past. 

Mr. CievenGcer. I| hope it has. 

Mr. Gary. Is it not true, Mr. Secretary, that the so-called eco- 
nomic aid provided for in this bill at the present time is designed to 
accomplish the very purpose that Mr. Clevenger spoke of, and that 
we have changed the purpose of our economic aid from that of eco- 
nomic rehabilitation to the development of military potential by 
helping the countries to erect necessary plants and otherwise aiding 
them in the manufacture of their own military equipment and supplies? 

Secretary Loverr. Speaking with respect to Western Europe, the 
defense support funds are an integral part of placing all of those coun- 
tries in a production potential to support their military troops. To 
take a relatively simple case, if we give a country 100 lighters which 
cost $500,000 apiece, we have a $50 million investment. Using our 
own experience for maintenance and spares for those aircraft, under 
operating conditions, the cost is 25 percent of the initial cost of equip- 
ment annually, which would be one-fourth of $50 million, or $12.5 
million annually. That is an annual charge that is geared into this 
kind of a job. So it would be much better to give the French, for 
instance, $12.5 million once to build plants to make the spares to keep 
the 100 saad operating, than it would to have to give them $12.5 
million annually in order to keep the planes flying. 

That is an example of defense support. 

Mr. Gary. I saw an illustration last vear when we were in Holland. 
We were carried to a modern plant where they were manufactur ing 
British Meteors. The British, of course, are lending their patents 
The engines are being manufactured in the Rolls Royce plant. in 

selgium. The planes are being assembled in The Hague. This 
plant was producing fighter planes. We had invested $750,000 in 
the plant, from the economic aid fund, and by that investment of 
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$750,000 we enabled them to turn out these planes, whereas if we had 
attempted to provide the planes, the cost would have run into mil- 
lions of dollars. 

Secretary Loverr. Yes. 

Mr. Gary. So that economic aid was being used to cut down our 
expense on the end items. 

(Discussion off the record.) 

Mr. Gary. Thank you very much, Mr. Secretary, for your testi- 
mony this morning. I am sure it has been very helpful to the 
committee. 

Secretary Loverr. Thank vou, Mr. Chairman. 


WEDNESDAY, JUNE 4, 1952. 
DEPARTMENT OF STATE 


WITNESSES 


HON. DEAN G. ACHESON, SECRETARY OF STATE 

JONATHAN B. BINGHAM, DEPUTY ADMINISTRATOR, TECHNICAL 
COOPERATION ADMINISTRATION 

PHILANDER P. CLAXTON, JR., SPECIAL ASSISTANT TO THE ASSIST- 
ANT SECRFTARY FOR CONGRESSIONAL RELATIONS 


GENERAL STATEMENT 


Mr. Gary. The committee will come to order. We are pleased to 
have with us this afternoon the Secretary of State, Hon. Dean Acheson. 
Mr. Secretary, we will be very glad to hear from you at this time. 

Secretary AcHrEson. Thank vou, Mr. Chairman. I have a pre- 
pared statement, Mr. Chairman. 1 think copies of it have been dis- 
tributed. 1 would suggest, if it is agreeable to the committee, that 
thev permit this statement to be printed tn the record and permit me 
to go ahead and talk informally. 1 should be glad to read it, if any- 
body desires me to do that. 

Mr. Gary. That procedure will be entirely agreeable. 

Secretary AcHEson. The statement sets forth the reasons why we 
support this bill so strongly, many of which you have heard before. 
| thought you might prefer to hear from me in a more informal manner 
some of the basic considerations which seem to me to be of the greatest 
importance at the moment, particularly in the light of recent moves in 
Kurope. 

(The statement referred to is as follows:) 


STATEMENT BY SECRETARY OF STATE DEAN ACHESON 


Mr. Uarriman and Mr. Lovett have already presented to this committee a 
comprehensive outline of the proposed Mutual Security Program for 1953. 1 
welcome this opportunity to comment on the imporiant role which this program 
is plaving in the attainment of our foreign policy objectives. 

I believe there is little dispute about the basie premises underlying the Mutual 
Security Program. During the last 5 vears, this committee has approved several 
programs providing military and economic assistance to our friends and allies in 
other parts of the world. We have long recognized that peace and security for 
the American people can be most economicaily and most surely achieved through 
cooperation with other free peoples. And we have also recognized that American 
assistance is essential if our partners are to attain the strength needed to enable 
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them to make a maximum contribution to the achievement of our common 
purposes. 

The principal question raised about this program has been the amount of funds 
to be authorized and appropriated. This question has been an important con- 
sideration in congressional discussions, and it is perhaps the decisive factor which 
will determine the success or failure of our entire effort to achieve collective 
security. 

The Department of State did not have primary responsibility for the prepara- 
tion of the proposed 1953 Mutual Security Program. But we have been closely 
associated with it, and it is my conviction that the request which the President 
submitted to the Congress represented an economicai and efficient program, 
carefully calculated to give this country maximum security per dollar cost. 

Since that time, the amounts requested have been substantially reduced by 
the Senate and the Llouse of Representatives. I would be remiss in my respon- 
sibilities if I did not advise you that these reductions will create the most serious 
difficulties in the attainment of our foreign policy objectives during the coming 
fiscal vear. Any further reductions would magnify these difficulties proprotion- 
ately and tend to undermine the entire endeavor in which we are engaged. To 
put it bluntly, further cuts would involve risks to American security which, in 
my judgment, this Nation cannot afford to take. 

In so vast an undertaking as this, it is sometimes argued that a few hundred 
million dollars will not affect the final result one way or another. An argument 
of this kind fails to take account of the sutbborn realities of the world in which 
we live. : 

There have been several occasions in human histery when the margin between 
suecess and failure has been very narrow. For example, we can all remember the 
black days of 1940 and 1941, when Great Britain stood alone against Hitler’s 
military machine. The aid received from the United States during this period 
was small in relation to Great Britain’s total military and economic requirements. 
And yet it was invaluable. It was a part of the critical margin which helped 
Britain to fight on in the face of overwhelming odds. 

Today, in many parts of the world, the margin between security and insecurity 
is still narrow. It is rarely possible to calculate with any degree of precision the 
exact extent of this margin, except perhaps in the misty moonbeams of hindsight. 
However, it is clear that every dollar which is taken away from this Mutual 
Security Program increases the risk to the security of our friends and allies, upon 
whom our own security so greatly depends. 

Let me illustrate what I am saying by reference to the current situation in 
Europe. 

I have only recently returned from Europe, and I want to say that I have been 
tremendously impressed by the unprecedented events taking place there. There 
are two great developments now under way. The first is in the field of defense; 
the second is essentially political. The final outcome of these developments will 
have the most far-reaching effects upon the future of the United States, as well 
as the future of Europe itself. 

You are already familiar with the defense activities which the free European 
nations have undertaken. In accordance with decisions reached during the 
NATO conference at Lisbon, our European partners are steadily moving forward 
to make their contribution to the aggregate of defensive power needed to render 
the North Atlantic area secure against the threat of aggression. Day by day, 
men are being called into military service. Defense expenditures have risen 
remarkably and are continuing upward. The levels of military production are 
climbing, and weapons and equipment are rolling off the assembly line in increasing 
numbers. 

All these things have involved real sacrifices on the part of our friends in 
Europe. Europe’s exports are its life, and many factories which once produced 
goods for export must now produce weapons. Young men who, in normal times, 
could contribute to the peacetime economy have gone into uniform. The rising 
defense budgets have absorbed money which might, in happier circumstances, be 
used for reconstruction or industrial expansion. 

It would be a very grave error for us Americans to underestimate the heavy 
strain which this defense effort has imposed on the European economies. It is all 
too easy for us to criticize our European allies, but criticism cannot obscure or 
remove the real limitations upon their capabilities. We should not forget that 
the average citizen of the European NATO countries has an income less than one- 
third that of the average United States citizen. We should bear in mind also that 
the European NATO countries taken all together already collect—actually 
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collect—a larger percentage of their combined gross national product in taxes than 
we do here in this country. Nor do I need to remind you of the hardships which 
any people just recovering from the ravages of war must inevitably accept in 
undertaking a defense program of the present magnitude. 

Despite these obvious limitations, the European governments agreed at Lisbon 
to accelerate their defense efforts, both this vear and next vear. But in reaching 
this agreement, all of us realized that the success or failure of theic efforts will 
necessarily depend to a great extent upon the decision of this Congress as to the 
amount of the American contribution, 

The second important development of which I spoke—the political—is actually 
a series of closely related developments. Let me summarize briefly the main 
results which we may expect from the agreements recently signed in Europe: 

The major issues between the Federal Republic of Germany and the western 
nations which fought nazism during World War II will be settled in a manner 
generally satisfactory to all parties. 

Germany will gain full and equal membership in the community of freedom- 
loving nations, and will take her place alongside these nations in the defense 
against aggression. 

A European Defense Community will be created under which the armies of 
Belgium, France, Germany, Italy, the Netherlands and Luxemburg will be merged 
into a single army. This army will be organized and directed by supra-national 
political bodies, and will be a part of the NATO integrated force under General 
Ridgway, along with American forces, British forces, and the forces of other NATO 
countries which are not members of EDC, 

Now what do these things mean? 

A part of the meaning is clear. Germany’s new status will provide assurance 
that the human and material resources of this great country will not be used as 
fuel for an aggressive war machine, but will contribute to the strength of those 
who are determined to stand steadfast against tvranny. The seeds of internal 
strife in Western Europe will be uprooted, and German troops will take their 
place alongside those of France, Italy, and the Benelux countries as a shield 
against the threat of war. To have contemplated such a development only a 
few short years ago would have taxed our imaginations to the utmost. 

The long term prospects of the agreements which have been reached are more 
difficult to foresee, but these may actually be even more significant than the im- 
mediate results. For the European Defense Community will represent a tree 
mendous stride toward the full unification of continental Europe. When we 
understand that these nations will combine their national armies, will establish 
common defense budgets—representing a large proportion of the total national 
budgets of those countries—and will institute a common system of military pro- 
curement, we can begin to realize that there has been a real merger of sovereignty 
and that a firm base has been laid for further advances toward unity. 

The encouragement of European unity has been a basic policy of this Govern- 
ment since the initiation of the Marshall pian. Both the President and the Con- 
gress have gone on record time and again in support of this policy, which is based 
upon our belief that unity will offer substantial benefits both to the European 
people and to ourselves. In the long run, European unity will offer an oppor- 
tunity for broader markets and for the more efficient specialization of industry, 
thereby making possible a substantial expansion of European economic capabili- 
ties and greatly reducing Enrope’s dependence upon outside assistance. It will 
provide a basis for greater internal political stability which can hold firm against 
the internal encroachments of communism. It will establish a permanent founda- 
tion for the maintenance of the defensive strength now being created. It can 
provide enormous opportunities for individual men and women to lead more 
fruitful and more prosperous lives and to live these lives in peace. 

The next few months will be very critical for the history of Europe. The 
agreements which have been reached with Germany and the treaty establishing 
the European Defense Community must be ratified by the European parliamenis. 
We can expect a bitter and sustained campaign against ratification by the Soviet 
authorities and their stooges, who realize that these new arrangements will go a 
long way toward eliminating the weaknesses upon which the Communists seek to 
capitalize. Other voices also will be raised in opposition to these arrangements— 
voices of people not vet prepared to bury the rivalries and hatreds which have 
haunted Europe for three generations. Therefore, the imagination and determin- 
ation of the free European peoples will again be subjected to a severe test. 

IT want to stress the intricate relationship between the movement toward 
European unity and the collective security program as a whole. Europe’s efforts 
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to build a strong system of defense, its efforts to maintain its economy on an even 
keel, the growth of European unity, and the inclusion of Germany as an integral 
part of this unified European community—all these things are part of a gigantic 
pattern and are closely dependent upon one another, And all will depend to a 
very great dezree upon the adequacy of the United States’ contribution to the 
NATO defense program. ‘To the extent that our assistance to our European allies 
falls below the leve! which our economic and military analysts have judged to be 
necessary, We must recoznize that certain inevitable consequences will follow: 

First, we will be increasing the risk of war and stretching out the period of 
insecurity. 

Second, we will be risking inefficient use of our contribution and the contribu- 
tions of ourallies. One of the fundamental premises underlying the development 
of the Lisbon defense plan was the need for a balanced build-up of military 
strength. If the program gets out of balance, the dangers of waste are greatly 
increased. There is little value in supplying guns and tanks to Furopean nations 
which lack the economic capacity to maintain the armies which will use this 
equipment. Nor is any useful purpose served in calling men into uniform when 
there is no immediate prospect that they will receive the equipment and supplies 
which they must have in order to be effective. 

Finally, and most important of all, is the danger that a reduction in the United 
States assistance will result in a fatal loss of momentum in the movements I have 
already described. General Eisenhower has already expressed the view that deep 
cuts in the funds recommended might entail a drastic revision of NATO defense 
plans. It would be virtually impossible for us to undertake such a revision with- 
out accepting the fact that the forward movement now under way, both in the mili- 
tary and political fields, would grind to a halt. 

It would be difficult for me to predict the consequences of such ¢ 
momentum. Perhaps it could be regained, but the risk is enormous. There are 
moments in history when the forces of freedom, of progress, and of human decency 
have the initiative, and when the loss of that initiative would be tragic. I believe 
that this is one of those moments. I simply do not believe that we can afford 
to put on our brakes just as the top of the bili is beginning to come inte sight 

Turning now to the vast areas of Asia, Africa, and Latin America, we find a 
wide variety of problems which differ in many respects from those of Europe and 
yet in certain other respects are similar. In each individual country we find 
special circumstances and needs to which the Mutual Security Program must be 
adapted. In some countries, such as Indochina, there is an urgent and immediate 
military danger. In others, no immediate military threat is apparent, but free 
governments are threatened by subversive elements and by the growth of Com- 
munist political influence among certain segments of the population. In still 
others, there is no immediate military or political danger, but there are weaknesses 
which might eventually produce such a danger. And on the positive side, there 
are prospects in many of these countries for growth and development which, if 
realized, can add immeasurably to the total strength of the free world. 

It is difficult to generalize about the varied conditions existing in the under- 
developed areas of the world. And vet there is one thing which most of the peoples 
of these areas have in common. Most of them, living daily on the border line 
between life and starvation, are seeking desperately for anv means to improve the 
economie and social conditions in which they find themselves. 

It is inevitable that these areas provide happy hunting grounds for Com- 
munist propaganda and infiltration. The Communists know that they have a 
good chance to realize their ambitions without resort to military force if they can 
delude desperate men and women by promises of a better life. 

The United States cannot carry on its own shoulders the peoples of these under- 
developed areas. Nor can it pretend, as the Communists do, to offer any magic 
solution to the problems. Most of these problems can only be worked out over a 
long period of time, and they must be worked out by the peoples concerned. All 
we can do is help provide these people the time and the opportunity to find their 
own solutions—to offer the encouragement and technieal assistance which will 
enable them gradually to attain their own goals in their own way and to avoid 
entanglement in the spiderweb of Soviet imperialism. 

I will not attempt in this brief statement to review the particular circumstances 
and needs which exist in each of the areas of Asia, Africa, and Latin America to 
which we are providing military, economic, or technical assistance. However, 
the general approach we are taking in assisting the peoples of the underdeveloped 
areas is well illustrated by the point 4 program, for which the Department of 
State has direct administrative responsibility. A description of technical assist- 
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ance plans for India and Pakistan will provide an example of what we are trying 
to do in this program. 

The Government of India embarked in 1951 on a 5-year program for increasing 
food production. The end of that program will coincide with the next national 
elections in India, to be held in 1956. The figure of $115 million requested by 
the President was arrived at by carefully estimating how much in the way of 
fertilizer, well-drilling gear, steel points for plows, and similar equipment India 
needed to receive from the United States in order to put over its 5-year food-pro- 
duction program. 

One of the major activities proposed for the point 4 program in India is to 
provide irrigation water. Without a greatly increased supply of water for irriga- 
tion, the program for increasing food production cannot succeed. The effect of 
any cut in this program would be felt most severely in south India, the very area 
in which the Communists scored their greatest gains in the last election. This 
area is even now suffering from a serious drought, vet within the last few months 
the Government of India was forced to announce the suspension of several irriga- 
tion projects in south India. The point 4 program proposes to reactivate these 
projects. 

In addition, reductions in this technical assistance program would compel 
curtailment of the production of farm implements in India. Such implements as 
steel-tipped plows were to have been manufactured by village blacksmiths in 
small shops. The plows are needed to turn over the green manure crops which 
can result in yield increaess of up to 40 percent. The extension service which the 
program is developing needs to be able to distribute these steel-tipped plows if the 
farmers are to be able to follow the demonstrations on how to improve their yields. 

A severe infestation of malaria now makes uninhabitable large areas of otherwise 
productive land in India. This land now lies uncultivated. The program pre- 
sented to the Congress includes assistance by the United States to provide DDT 
and the other insecticides necessary to attack this disease and bring these areas 
back into production. 

In Pakistan United States assistance is intended to provide fertilizer, seeds, 
and farm implements for distribution to the farmers, together with engineering 
surveys to make possible the construction of irrigation dams which Pakistan will 
finance with the aid of international lending institutions. The program will also 
assist Pakistan in the development of light industries and the training of workers 
for employment in such industries through an adequate vocational system. Such 
a program requires not only technicians who can provide the necessary training 
but tools and materials to work with. 

I do not need to emphasize how important the great subcontinent of India 
with its more than 400 million people can be to the present and future security 
of the free world. The same is true, to a greater or lesser degree, of various other 
areas to which we are providing economic and technical assistance. Most of 
these countries are not today capable of supporting modern armies, and can 
therefore make only a very limited contribution to the military defenses against 
Soviet aggression. And yet in the long run the ability of these countries to 
maintain their independence and develop their economic potentialities will 
greatly influence the outcome of the struggle between freedom and slavery through- 
out the world. 

The major respect in which our program for Asia, Africa, and Latin America 
is similar to the program for Europe is that several of these underdeveloped 
countries are confronted with an extremely narrow margin between survival and 
collapse. It may be difficult for some of us to understand how a few million 
dollars can make the difference between gradual growth in the direction of 
freedom, economic health, and political strength, and a disastrous sinking into 
chaos and despair. And yet it does make a difference. We have already 
demonstrated that enormous dividends can be attained from a small investment 
in technical assistance in these areas. A few million dollars can sometimes 
reverse a basic trend—can change economic decline into economic growth and 
can give a new hope for the future to a people who have long lived without hope. 

And the timing of our actions is all-important. The time may come in any 
country or area when our hands are tied—when we may be powerless to help its 
people retain their freedom and security. We have learned from experience that 
it is possible for the Communist virus to attain such a firm hold upon the minds, 
the institutions, the armies, and the economic life of certain countries that neither 
the wealth nor the moral force of the free world can check the title. Neither 
peace nor freedom is inevitable; both are products of human effort. And both 
are gravely endangered if the effort is too small or too long delayed. 
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But today, throughout most of the world, our hands are not tied. We have a 
chance to act while action still counts. We have an opportunity to create an 
edifice of strength which will shelter our own security and foster the continued 
growth of the ideals and institutions which we cherish. 

So let me repeat my deep conviction that further reductions in this program 
would represent a severe blow to everything we are doing to maintain peace, 
achieve security and advance the cause of freedom. The cost is great, but the 
road we have taken is far safer and far cheaper than any alternative. Certainly, 
the task of protecting the United States is a world populated primarily by free 
and friendly peoples is many times less costly than it would be if the greater part 
of the world should fall under the control of an aggressive tyranny. We now 
have a very good chance to make certain that no such tragedy will ever occur, 
and I believe the members of this committee will agree that we cannot afford to 
let this opportunity pass. 


COMBINATIONS OF WORLD POWERS 


Secretary Acurson. Mr. Chairman, recent developments in Europe 
in which I have just participated and almost all other developments 
there since the war, certainly since 1946, really grow out of some basic 
facts with which we are faced and which I would like to mention at this 
time. They seem so elemental that perhaps one forgets them from 
time to time. 

These facts are that we and our friends in the western world are 
faced by a very great combination of power. This is a combination 
which stretches at the present time from the Elbe across Eastera 
Europe, across the Soviet Union into Asia, across China, Manchuria, 
and to the China Sea. It is a great combination of military power, of 
people, of resources. It can only be faced and dealt with by another 
combination of power. 

Certain things are true about this other combination of power. 
One of the basic things is, no combination which does not include the 
United States is adequate. There is just no other combinat:on of 
countries or of peoples, leaving out the United States, which is adequate 
to meet the threats and dangers. 

Another fundamental fact is that the United States alone, without 
allies and friends, cannot do what is necessary to be done to prevent 
this other combination of power from extending its control over other 
parts of the world. And therefore there has to be a grouping of the 
United States and its friends. 

Now, that is what all these moves have been about; and that means 
that we in the United States have to make adjustments, our allies 
have to make adjustments, and all of us have to find ways of working 
together so that we can put all of our strength together, each one 
increasing the strength of the other. 

Now, there are two or three other rather elemental things which 
I should like to mention. We hear it said, and I agree completely, 
that war is not inevitable. What we do not hear said so much but 
what is equally true is that peace is not inevitable, either, and the 
question as to whether events in the world are going to move toward 
peace or toward war depends upon what we do. 

There are no uncontrollable drifts. The international climate is 
not like the physical climate. The physical climate moves from one 
part of the country to another and out to sea without man being able 
to do anything about it whatever. That is not true of the inter- 
national climate. It is what we do which will determine what the 
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other people will do and will determine whether we move toward 
peace or toward war. 

That is why it is so important that the Western World should move 
with strength and determination and steadiness to increase its strength, 
to face this other great combination of powers. 

This is what we have been trying to do for a long time in various 
fields, and I do not want to bore you by again going over the Greek- 
Turkish program, the Marshall plan, N ATO, military assistance, and 
all of those things. But what I would like to do is to stress the devel- 
opments which have taken place within the North Atlantic Treaty 
policy. This policy was adopted by the United States and by 11 
other countries in 1949. Discussions began at the end of 1948 and 
culminated in April 1949 with the signature of the treaty. 


NORTH ATLANTIC TREATY 


The purpose of this treaty was to say that the 12 countries would 
treat an attack on any one of them as an attack upon all of them and 
that they would take such measures as they deemed necessary to 
restore peace and security. 

That was a great departure in American foreign policy. It was an 
attempt to put some stability, some feeling of confidence and sureness 
into Europe, so that the great economic recovery which had taken 
place would not all be swept aside by some aggression from the east 
which would not be resisted. 

That was a great step, and a revolutionary step in American 
foreign policy. We then began to see—in fact, 1t seemed quite clear 
with the treaty also entered into—that it was necessary to have 
some military strength to back these guaranties up. We began im- 
mediately with a military-assistance program to help our allies, and 
we began strengthening our own forces. 

As soon as we got into that, though, it became perfectly clear that 
duplication in the Armed Forces of these 12 countries was going to be 
so wasteful as to make the program impossible. And it was then that 
General Bradley came forward with the idea of balanced, collective 
forces instead of balanced national forces. The Standing Group of 
the NATO Military Committee attempted to put that into effect. 
It soom became clear that that was not going to be enough, because 
vou had to have a unified force and a unified command. You could 
not possibly have balanced collective forces unless there was some 
controlling and directing thing, some command structure, because 
otherwise no nation knew that somebody was going to be complemen- 
tary to it in case of attack. 

That led to the development in 1950 of the idea of a unified force 
under a unified commander, which was finally worked out at the end 
of 1950 in Brussels. It resulted in the appointment shortly there- 
after of General Eisenhower as the Supreme Commander, the creation 
of SHAPE in Paris as the supporting staff of the Supreme Commander, 
and the development of forces which would be put under this com- 
mon command, forces which would really be balanced, collective 
forees. And that work went forward. 

The military planners planned what they hoped for and what they 
believed to be adequate and necessary. When work was started in 
each one of the countries to raise those forces, it became pretty clear 
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that the military goals could not be reached within the time which had 
been hoped for by the military planners. 

Therefore, last year a group was set up to survey what should be 
done in 1952, with a preliminary look at what should be done in 1953, 
for the purpose of trying to find out whether what they wished to do 
was Within their capabilities of doing. 

At the same time that that was going forward, we were struggling 
with one of the great central problems here, and that central problem 
was, How can you defend Europe, when you have to defend Europe 
as far east as possible and when the eastern part of Europe is Germany? 
And at the time we were then talking, Germany was not able to par- 
ticipate in its own defense or in the defense of the West. How could 
the NATO countries, leaving out Germany, hold territory which was 
German when the people of Germany were not brought into the com- 
mon defense and were not participating? And the answer was that 
it could not be successful, and therefore some way had to be found 
by which the German people could be associated with the defense of 
Europe and enthusiastically take part in it. 

That, in turn, meant that Germany had to be restored to a position 
of freedom and equality with the nations which were defending 
themselves. 

We got to work immediately on that job and have been 16 months 
working at it. High Commissioner McCloy has done a magnificant 
task in this work. 

However, it was not adequate to say that we would find some way 
of restoring Germany to a position of equality and letting Germany 
raise forces, because the other nations, remembering the two attacks 
which Germany had made upon Western Europe, were very nervous 
and worried about having a German national army. Therefore the 
plan was devised by the French and supported by the others of 
creating a European Army which should be under the command of 
the Supreme Commander, but which should be so interwoven that 
the forces of no one country could be withdrawn and used separately. 
The purpose was to make it possible for Germany to be united in the 
defense of Western Europe without presenting a threat to it. 

Well, here were a series of very complicated things to work out. In 
the first place, the treaty with Germany was complicated in itself, 
because Germany was divided. Part of Germany was occupied by 
the Soviet Union. We could make no progress with the Soviet Union 
in trying to work out a peace treaty or a unification of Germany 
because their effort always was to maintain an iron grip on Eastern 
Germany and to penetrate into Western Germany, a situation which 
was intolerable to the West Germans and to the Western Powers. 

Therefore we had to work out an arrangement by which that part of 
Germany, by far the greater part, which was then under the occupying 
control of the three Western Powers, could be dealt with. 

In 1949 we started by very much reducing the occupation powers. 
We did away with military government. We helped the Germans 
create a government of their own. The purpose of this new treaty 
was to go just as far as you possibly could go, taking into consideration 
the fact that Germany was divided, that it was faced with dangers 
greater than it could deal with, and that Berlin was a responsibility of 
the Western Powers that had separated it from Western Germany and 
had to be maintained by us. 
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We overcame all the difficulties of working that treaty out—-and 
there were many—and it was finally approved a week ago Monday. 

Going along with the German treaty was the European Army 
Treaty. Each one is dependent on the other. The German treaty 
does not go into effect until the European Army Treaty does. The 
Kuropean Army Treaty is impossible without the arrangements with 
Germany. 

That involved very great difficulties, and it took about 13 months— 
perhaps more than that, 14 months of negotiation in Paris by the six 
countries—France, Germany, Italy, the Netherlands, Belgium, and 
Luxemburg. 

The difficulties of this negotiation were tremendous because each 
one of these countries was merging into one army all its military forces 
in Europe. Only those who were to be used for overseas duties, such 
as the French troops in Indochina, Belgian troops in the Belgian 
Congo, and so forth, were not included in the European Army. 

To yield an army is to yield almost the heart of sovereignty. There- 
fore they were creating a new unit here which had the task of pro- 
viding for the security of all six countries. That meant tremendous 
far-reaching concessions on the part of these countries. There were 
a great many troubles, and it took months and months to work them 
out, but they have been worked out and it has been signed. 

The importance of these agreements is very great in the immediate 
present. It is perhaps even greater in what it means for the future. 
Not only have you now got the Schuman plan, which creates almost 
a common government for coal and steel in these six countries, but 
you have also the whole field of defense, the supply of forces, produc- 
tion for the forces, all put within what amounts to a common govern- 
ment. Here are two big sectors of political life covered by what is 
the beginning of a United States of Europe. 

Not only is that true, but article 38 of the treaty—that is, the 
European Army Treaty—provides that within 6 months, the Assembly, 
which is the legislative body dealing both with coal and steel problems 
and all these military problems and supply problems, shall come for- 
ward with a new proposal which shall incorporate these two in a still 
greater political and economic unity for Europe. That proposal has 
to be dealt with hy the Governments of these countries within 3 
months, at the end of which time they must call a European con- 
ference to consider the proposal. 

So you see how far down the road toward the unification of Europe 
and the creating of a new, strong, viable entity in Europe the coun- 
tries have gone and how difficult it has been to do this. 

Now, for our purposes, this raises very immediate questions, and 
I can go into some of them, if you wish to question me, or I can go 
into more of them; but one of the central points here is that France 
has a dual task which is very heavy, indeed. That dual task is to 
fight a war which has been going on for 5 years in Indochina, which 
takes a great number of its professional officers and professional 
noncommissioned officers, a very considerable number of its well- 
trained troops, north African troops, French troops. They have 
been engaged in this war for 5 years. They have also a very 
considerable number of Indochinese troops, some of which are used 
with the French forces and others of which are in a separate army. 
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France has to carry on that struggle and it costs approximately 
one-third of its military budget. It causes a great drain on the pro- 
duction of officers and noncommissioned officers. 

At the same time that France is doing that it has to carry out the 
rearmament program in Europe, and it is essential that it should do 
that. France considers that it must, because the whole success of 
carrying out this new European army idea depends on it. 

It is also important that the Germans see some kind of real defense 
coming in now, because otherwise their country is exposed and has 
nothing to defend itself with. 

Therefore, anything which impedes the development of the French 
forces in Europe or makes it more difficult—and it is difficult enough 
already—for the French to carry on the war in Indochina, is going to 
wreck these developments. And that is where the one great aspect of 
this bill that you are considering comes in. 

What I have said about France, of course, and Germany bears also 
on the positions of Italy and the Low Countries in the European 
Army. They cannot be completely submerged. They want to play 
their full part in it and it is important that they should. 

Although the British are not in the European Army, the success 
of the program has a very great deal to do with the British position, 
because they are going forward very vigorously with their rearmament, 
and they have to have essential help to do this. 





PURPOSE OF MUTUAL SECURITY PROGRAM 


This is where the bill comes in. The bill as sent up was designed 
in title I to provide, as I think you have already been told, for our 
part of the armament of the forces which had been projected at 
Lisbon; that is, the forces which would be raised through 1952 would 
be fully equipped, but out of funds previously appropriated by the 
Congréss, including those in this bill. But other funds provided in 
this bill, as sent up by the President, would be used to lay a foundation 
for goods to be delivered in 1953. That is what Mr. Lovett undoubt- 
edly told you about this morning, these long-lead-time items that 
take 18 to 24 months to produce. That was all title I. 

To go back again to Lisbon, what happened there was that, on the 
basis of the program reviewed by the Harriman committee and after- 
ward by the military committee, the NATO countries accepted mili- 
tary goals for 1952 which were the most that the countries could do, 
although they were less than the soldiers would have wished. The 
program was stretched out, just as our own military program in this 
country has had to be stretched out. 

That involved risks. Those risks had to be taken, because there 
was no alternative. You cannot do more than you can do. But 
the risks were there. The money which the bill called for was to see 
that those forces raised in 1952 according to their promises in Lisbon 
would be fully equipped, and that a foundation for these long-lead- 
time items would be laid for the additional forces to be raised in 1953. 

As a result of the action of the House and Senate in the conference 
committee last night, that request has been severely cut. There is 
no use saying anything about it. It has been done. It is the power 
of the Congress to do it. It is the Congress’ judgment that has to 
prevail. The only thing I can say about it is what I have said before, 
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that our recommendations in the executive branch represented the 
full degree of risk which we were willing to recommend. If the Con- 
gress wishes to assume a greater degree of risk, it is the Congress’ 
right to do so. And it is also our duty to accept what he Congress 
does and to do the best we can with it. But it has been a serious cut. 

That cut will mean, as Mr. Lovett has said so many times, a further 
stretching out of this program. It does not make any difference how 
you divide up the cut. It always means a stretching out; either fewer 
divisions to be raised or the same number of divisions more lightly 
armed, or fully armed, but without what they expect to have as a 
war reserve, which was small enough. You can look at those three 
alternatives all day, but there are not any more. It has got to be 
one or the other or perhaps a little of all of them. 

I should strongly urge the committee not to give for this program 
less than has been authorized, for these are critical months. In the 
European Army treaty we have got something which, if given a chance 
to develop and get ratified and get into effect in this year 1952 and 
really get moving in 1953, will have profound results in Europe. 

Now, let me talk informally about a few other areas of the world— 
and I am not by any means trying to give an exhaustive picture of 
these areas, but to try and relate the most serious problems that exist 
to the questions which vou have before you in considering this appro- 
priation. 

MIDDLE EAST PROBLEMS 


The next area is the Middle East. From a military point of view, 
the funds which are of primary importance relate to Greece and 
Turkey, with a smaller proportion of funds going to Iran. We have 
recently been able to reinstate the military program in Iran. 

Greece and Turkey, as you know, are the southern flank of the whole 
United Command for the defense of Europe. They have very con- 
siderable numbers of excellently trained troops, very tough troops, 
very determined troops and people. 

There is no better investment that we have ever made than the 
one we made in the military rehabilitation of Greece and Turkey. 
That is essential and we must keep it so. 

So far as Iran is concerned, what we are hoping to do with the 
military program there is to make it possible to have a very firm grip 
on internal security. It is not supposed that Iran by itself could 
indefinitely withstand an attack from its powerful neighbor to the 
north. But what is more likely than an attack is subversion, and 
therefore it is most important that they should have a loyal, strong 
and effective military organization to take care of anything internally. 
That is what we hope to do there. 

The other great problems in the Middle East have to do with the 
extreme lowness of the standard of living and the poverty of the 
people and the presence there of most disturbing elements of refugees. 
If those problems can be put in the way of solution, then we can get 
some stability in the Middle East and perhaps get the middle-eastern 
countries working as we have been trying to have them do, with us, 
in order to strengthen their military potential, through a Middle East 
Command. 

But the first thing to do is to tackle these terrible problems and the 
first of these revolves around refugees. Refugees are of two sorts. 
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You have Arab refugees out of Palestine and you have refugees from 
other parts of the world who are in Palestine. 

Both of those items are dealt with in this bill. The Palestine situa- 
tion internally vou are very familiar with and I am sure you are with 
the Arab situation also. But that is one which has just got to be 
solved or the most terrible disintegration is likely to come throughout 
the Middle East. 

There are 850,000 people in temporary camps, without any future, 
and they are people who are apt to disintegrate morally, intellectually, 
physically and in every way and become the seeds of great problems 
throughout the area. 

If, however, they can be resettled and there is a United Nations 
plan to which this bill makes a contribution, along that line, and if 
there can be developments in some of these countries so that by irri- 
gation and other ways they can absorb these people, then instead of 
these refugees being a vast source of weakness, they will become a 
source of added strength. 

Those are the central problems of the Middle East, which are being 
aggravated very much by this whole wave of nationalism which has 
come over Southeast Asia, South Asia, and the Middle East since the 
end of World War I1; people believing that it is the foreigner who is 
causing their problems. That belief is one which results in many 
actions being taken which are not constructive, which do not lead to 
a solution of these problems, but lead to greater trouble. 

It is our effort hese through this bill to meet the desires of these 
people in the Middle East te improve their situation, to develop their 
own programs in their own way, and through our assistance in the 
point 4 program have this all turned into a constructive, useful effort 
instead of a destructive effort. That is why I feel distressed at the 
result of the conference committee deliberations because they hit the 
program in the Middle East, this economic program, harder than any 
other part of the bill. I do not believe that it was the intention of the 
conference committee to do that, but that was the result of what they 
did; the compromise which they adopted between the House and the 
Senate provisions hit this part of the bill harder than any other. 

Mr. Craxrox. The South Asian part. 

Secretary Acurson. The whole part that comes under title IT. 

Mr. Craxron. It would be in title TT. The South Asian part, 
Mdia and Pakistan, 1s divided from this Near Eastern part in title IT] 


SOUTH ASIA PROBLEMS 


Secretary Acurson. All right; it is too complicated for me to 
remember what title each one of these countries comes under, but it 
is this part of the world stretching from the Middle East through 
South Asia, which has been given this very hard knock, and therefore 
we hope that we can get every bit of money that has been authorized 
for that purpose 

I do not know whether vou have been told by Mr Harriman or 
others about the nature of the programs which are being devised for 
India, Pakistan, and Iran The Indian one, of course, is by far the 
largest, but it might be worthwhile to spend a few minutes on this 
What we are trying to do here is this. Let us take India as an ilus- 
tration and talk about India fora moment ‘This ts pretty true of the 
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other two countries, but not to the extent that we have gone into 
it in India. 

What we are trying to do in India is to telescope into 4 or 5 years 
what might normally take 15 years to do in the way of the increase 
of food production of the country. The reason we are doing that is 
because the results of the last elections in India were results which 
required that everybody should sit up and take notice. There were 
very considerable Communist gains, in south India. 

I shall not go into this in detail, but this is not just a little increase 
in the voting. This is an increase which makes government extremely 
difficult in some of those provinces. Those are the provinces which 
have the most inadequate food supply, and where the results of the 
drought are more devastating and where the whole campaign against 
the Congress Party was on the ground that it had not done anything 
to make the lot of the people better, whereas the Communists were 
going to promise the moon. 

Into that country some years ago the Indians introduced an exper- 
iment; this was their own idea. It was not anything that we thought 
up and imposed on them. They thought it up. They came over here 
and hired some American technical people to do this and they paid 
them for it. These people went into a few villages and they came to 
some very sensible conclusions before they started. One of them was 
that the only way you could ever get improvement into agricultural 
methods, public health, and that sort of thing, ig India, was to have 
the Indians themselves teach other Indians how to do it. 

But you are not going to do that by having Americans or British or 
Frenchmen or Italians or anybody else come in and instruct Indians. 
You have to have Indians to instruct Indians. 

They also came to the conclusion that the people in the village, the 
farmers in the village, the elders of the village, were about the most 
conservative people in the world so far as adopting any new practice 
was concerned, and they had to be shown that this was right. They 
had to be shown by their own people. 

So out of these villages they got about 250 young men and they 
brought them to a place and they had a school for them. It was a 
very rugged course. They did not have any schoolhouse; they did 
not have any desks; they did not have any paper. A lot of the time 
the people sat around and gave demonstrations on the earth with 
sticks. They drew lines in the earth, and all that sort of thing, and 
these people looked at that, and about halfway through this course 
almost half the people dropped out. They just could not take it. 
This was a tough business; it went on day and night. 

As part of this training, they had little plots of land, where they 
had sown some of the seeds of various kinds that are grown there. 

Let us take wheat as an example. They would have a little patch 
of land and they would take some of this regular wheat that everybody 
sowed in India. Next to that they would have some of the wheat 
which our agronomists had developed for use in hot countries like 
India. 

Then in another patch they would have another kind of crop. 
In some of these patches they left the watering of them to the ordinary 
rains. That is, they have this period of the monsoon, and when that 
is over, there is very little rain and sometimes there is severe drought. 
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In the other patches they would dig a well, the ordinary kind of a 
well that you and I, in Montgomery County, will see dug every day, 
with a gasoline rig that comes up there and a steel point on the thing, 
and it goes up and down and bangs away. It drills down to about 
150 or 200 feet, and then you strike some water, and you put up a 
little Diesel pump on it and out comes some water. 

They would get a well of that sort. There is not enough to have 
the kind of irrigation that we think of in the West, but there is enough, 
if you save the water, to put it on during periods of extreme drought, 
so that the crops do not burn up and they can water some fields, but 
not other fields. 

Then these crops matured and here was a messy little stand of 
wheat that was no good; a few kernels in each ear; no weight. On the 
other hand, there was great wheat standing up as high as your head 
with heads bending over with weight. Here the people would see it. 
On the field that was watered there was twice the yield as on the field 
that was not. The boys would see it with their own eyes. They did 
it with their own hands. They would go back to their villages and 
begin preaching that. At first everybody in the village would say, 
“Do not give me any of that nom tended stuff. What was good 
enough for my father is good enough for me and I am not going to 
have any of this stuff.’’ 

There was an idea that a lot of it was witchcraft. They got the 
people to try one little batch of the new seed; try one little field that 
was itabed and this turned out to be a success. So then the whole 
village adopts this, and then in the area that they had this experiment 
the food yield was two and a half to three times what it had been 
before. Immediately the people are proud of themselves and im- 
mediately other villages around are jealous and want the same thing. 

The point 4 program came in then and said that the thing to do ts 
to expand this very greatly and take all the people who have recently 
learned in these villages and set them up to train people in other 
villages. That is what the point 4 program is doing for this year, and 
for the years covered by this bill it is going to be extended very greatly, 
so if this goes on for the next 4 years we would cover most of Asia 
with irrigation, drill wells where there are no rivers, or finish dams 
which were there. In other cases having some fertilizer or some tools 
distributed to people who have been taught how to use them. 

This is a program which was going to cost $150 million in India 
and has now been cut. 

Mr. Bincuam. The total for the area will be $118 million. 

Secretary AcHEson. How much was it for all of this before? 

Mr. BincHam. $176,000,000. 

Secretary AcHEson. It has been cut from $176 million to $118 
million. It cuts the program down proportionately. 

The importance of the program was that it was not anything im- 
posed by the United States. It was devised by the Indian Govern- 
ment. It is more than half financed by the Indian Government. 
They are putting all the returns they get from the wheat we provided 
for them into this thing. What we are doing is providing the dollar 
cost of this, some of the technicians, the cement, the bulldozers, and 
that sort of thing so that they can go ahead with what they are doing. 
It is of most tremendous importance in creating stability in that 
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whole great continent and therefore I would urge as strongly as I 
possibly can that the committee let us go ahead with what the Con- 
gress has authorized. 

FAR EASTERN SITUATION 


A word or two about the Far East: We have extremely grave 
trouble theres I have already spoken about Indochina, and I think 
that I have spoken about the fact that the French are developing a 
native army. 

I would like to go back and talk about that a little more. 

A year and a half or 2 years ago the French Government made 
this very forward-looking and wise decision. They decided it was not 
adequate to have Indochinese units attached to French Union troops, 
but what they wanted to do was to create an Indochinese Army 
complete, from private to the commander at the top and his general 
staff, so that this new state which they were creating would have its 
own armed forces, and would have the confidence which that gives a 
government to go forward and tackle other internal problems. 

A great political problem that the Indochinese have is the fenee- 
sitter who asks—is this thing gomg to work, because if it does not and 
the other side wins, then everybody attached to the losing side loses 
his life? This is a very important decision. If tt does work, then they 
come off their neutral position and go in and get behind it. It will 
add tremendously to the security of the whole area for the Indochinese 
to have their own native army, an army which they control, officered 
by their people, and trained to fight as a unit. 

When the French suggested this we enthusiastically supported it 
and furnished a great deal of the equipment for the first divisions 
which had been formed. 

The thing is not only important for Indochina, but it is very impor- 
tant for France because it gives the French an avenue by which they 
see relief from their great problems in Indochina. They need relief 
in two ways. They need relief by getting their trained officers and 
noncommissioned officers back so they can take part in the training 
of the new French forces in Europe, and they need some relief from 
the great cost of this undertaking. 

Now, if an Indochinese Army can be built up which can handle 
these things. that will go quite a long way to solve some of their 
problems, and it shows the avenue by which the rest can be solved. 

Cherefore, in title II] a very considerable part of the money is 
for the Indochinese forces. There are also in that title the funds for 
the forees on Formosa; for Thailand and for some help to the Philip- 
pine Army, which has done a very fine piece of work in suppressing 
the Huks. Then there are also the funds needed for economic and 
technical assistance in these and other countries of the Asia and 
Pacific areas. ’ 

The Far East is an area where there is actually hot war going on. 
There is the hot war in Korea; the hot war in Indochina; and always 
the possibility there will be more Communist insurrections in Malaya 
or Indonesia. Therefore, this part of the money is most essential. 

I cannot imagine anything which would be really more disastrous 
now than for us not to be in a position to continue to help the French 
in Indochina, and to increase it. I believe that it should be increased, 
and it must be if our help is going to be successful. 
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LATIN AMERICAN SITUATION 


The last part of this bill that involves this foreign review is that 
having to do with Latin America. | think we can say that the situa- 
tion in Latin America is pretty good. It is not altogether as good as 
we would wish. There has been great instability and trouble in 
Bolivia. We have been concerned for a long time about developments 
in Guatemala. Aside from that I do not believe there has been any 
dangerous development in South America. There have been continual 
problems which we have had to work out during this period of strin- 
gency in goods which they want from the United States, and attempts 
of various countries to keep the prices of raw materials from going so 
high as to interfere with all the defense efforts. That has met with 
difficulty on the part of the Latin-American countries. They are, for 
a very large part, sellers of raw materials and purchasers of manu- 
factured goods. Of course, they cannot expect us to take a very 
sympathetic view of an attempt to stabilize raw-material prices. 

Those things we have gotten through good will and understanding 
on both sides. 

So far as the military picture is concerned, our great interest in 
Latin America is that they should develop forces adequate to take 
care of any problems arising in that part of the world. That was not 
true in the last war. The United States had to deflect very consider- 
able forces that might have been well used in the actual front areas 
to the security of places on the east coast, the Caribbean, the Canal 
Zone, and the west coast of South America. 

The purpose of this appropriation and of those thet came before it, 
is to enable these countries to develop their own forces so they can 
preserve internal order and take care of any small diversion that might 
occur through general war in their area. 

That gives us a quick, and | hope, informal run-through of the main 
problems of the world as they affect decisions which will come to you 
in connection with this bill. 


NATIONALIST MOVEMENTS 


Mr. Gary. Mr. Secretary, you spoke of the spirit of nationalism 
that is sweeping the Near East and other sections. Do you attribute 
the recent disturbances in Japan to a similer spirit of nationalism? 

Secretary Acnrson. No, sir. IT should think the disturbances in 
Japan are really Communist-inspired disturbances. Let me tell vou 
what | mean by that. 

The original demonstrations which were planned, [I think, were not 
fundamentally communistic. I think they were labor union parades 
and socialist parades and things of that sort. Squadrons of Commu- 
nists get into parades of that sort and start throwing rocks and the 
policemen come in and they do not know who threw the rocks, and 
then they begin beating up people in the parade, and you suddently 
find a whole parade inspired by the Communists, overturning auto- 
mobiles and shouting what someone else shouts. It is a sort of hys- 
terical thing that grows. I think that is in large part what gave rise 
to those disturbances on May Day. I think in Japan we must expect 
to see a periof of Japan really finding itself. 

During the occupation the people did not expect to express them- 
selves in ways which they are now able to do. This is a sort of new- 
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found right. It is an interesting thing that since the treaty went into 
effect the periodicals which are printed in Japan have vastly increased. 
Everybody now puts out a magazine of some sort. This is all to the 
good, but there is going to be a period of uncertainty when they are 
reaching out to experience and taste this new democracy of theirs 
which will produce a certain amount of disorder and which will be 
used by the Communists for their own purposes. 

Mr. Gary. Is not that practically the same situation you had in the 
Near East where the disorders themselves were probably stirred up 
largely by the Communists, but the general movement was a spirit of 
nationalism? 

Secretary AcuEson. Yes; I think there is that in common. 

Mr. Gary. I may be wrong. I was in Japan a short time ago and 
I think you have a nationalistic spirit developing there. They want 
Japan for the Japanese. Certainly no one would say that Japan is 
communistic because they hate the Russians, and are opposed to 
communism. ‘They have some Communists there unquestionably, 
and where you have Communists they always seek to seize advantage 
of a demonstration to stir up trouble, as they do in this country. 
They have done it time and again in this country. They are con- 
tinually striving to agitate our people. Iam afraid that you are going 
to see in Japan the spirit of nationalism reasserting itself very consider- 
ably in the immediate future, and then as you say, they will gradually 
find themselves. 

Secretary AcnEson. I would think that is to be expected. 

Mr. Gary. I think you are going to have a period there when you 
are going to have difficulty. 

By the way, I think that those demonstrations from what I under- 
stood—and I was there a week or so before they occurred—were 
somewhat overemphasized by the press. I was in Manila at the time 
and the newspaper there carried an interview with one of the injured 
reporters who came through Manila, and he told quite a different 
story from the one published immediately after the riot. 

Secretary AcHESON. Yes. 

Mr. Gary. What is your appraisal of the Berlin situation at the 
present time? You may answer this either on or off the record. 

Secretary Acureson. Off the record. 

(Discussion off the record.) 


EFFECT OF STEEL STRIKE 


Mr. Gary. What effect, in your judgment, will the present steel 
strike have on our defense program? 

Secretary AcHEson. Secretary Lovett is in a much better position 
to answer that than I. I do not know whether he told you about it 
this morning or not. 

Mr. Gary. Yes. He said he thought it was a very great threat to 
our security. I do not know that I am quoting his exact words. He 
was very strong in his opinion that it was a most serious situation. 

Secretary AcnEeson. Well, I believe he has stated publicly if con- 
tinued for any length of time it will threaten the supply which goes 
not only to our forces at the front but to the build-ap of these other 
forces who might be the first to be engaged if there was general 


trouble. 





a? 














Knap 





239 


From the general international-political point of view, if continued 
for some time, it would cause a lack of confidence that we were going 
to be able to do what we have set out to do, and therefore I devoutly 
hope it can be solved as quickly as possible. 


MIDDLE EAST OIL PRODUCTION 


Mr. Gary. What is the oil situation now in the Middle East? 

Secretary AcHESON. The oil situation in the Middle East is divided 
into two parts: one of them is Iran and the other is the other Middle 
Eastern countries. The production in Iran has stopped and the flow 
of oil from Iran stopped since the Iranian Government took over the 
British properties there. There has been an increase in production 
in other countries of the Middle East. The thing which is not re- 
placeable immediately, although it is replaceable in a comparatively 
short time, is the refining facilities that are in Abadan. There is no 
shortage of oil as such. The Iranian production could be made up 
from other countries, but there would be a shortage of refined prod- 
ucts. That is being worked on by the increase of refining capacity 
in other countries in the Middle East and in this hemisphere. 

So far as the solution to the Iranian problem is concerned, the 
International Court, as you know, has carried on a very long series 
of negotiations. They have broken down over points which at the 
present time seem insoluble. It may be that they will need to 
negotiate in the future, but I do not see any particular prospect of 
that immediately. 


CONTROL OF INTERNATIONAL INDUSTRIAL AND MILITARY GROUPS 


Mr. Gary. You have spoken of a common government which is 
contemplated on the one hand with respect to coal and steel under 
the Schuman plan and in respect to the military under the European 
defense set-up. 

Will you spell out a little more the contemplated control machinery 
under both of those proposals? 

Secretary Acueson. Let me deal, if 1 may, most fully with the 
European army because I am more familiar with the provisions of 
that than I am with the detailed provisions of the Schuman plan. 
Many of them are the same. 

Under the European army arrangements I think the easiest way 
to deal with it is to look at it first of all from the purely military 
organization angle and then to consider some of the institutions 
which are created to control that army. 

The conception from the military point of view is that each one of 
these countries will furnish either existing divisions or divisions to be 
raised. They will recruit in their own country their own citizens. 
When they have been recruited and put in uniform they become 
soldiers of the European army. They are turned over for training 
purposes to a European army training group that has to do both with 
officers and enlisted men. When they have finished their training 
they are formed into divisions, and a division would be made up 
entirely of nationals of one country. Those divisions are then put 
together on an international basis into army corps, that is, you might 
have a division which was made up of Germans, a division made up 
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of Belgians, and another division made up of French, and that would 
beanarmy corps. Itisat the corps level that all the supporting services 
which go to make a unit, a self-sufficient fighting unit, are provided. 
That is, the supply facilities are put in at the corps level. The air 
facilities are put in at the corps level. The communication and other 
logistic support goes in at the corps level. 

This, as you see, makes it difficult, if net impossible, for any one 
nation to withdraw its troops, because they cannot -become  self- 
sufficient units. 

These troops, both at the division level and at the corps level, are 
trained by European army officers and institutions. They are turned 
over for operating command to the supreme commander and to the 
NATO SHAPE organization, so there is not a separate command 
structure in the European army as distinct from the NATO army. 
General Ridgway will command these troops when thev have been 
trained and formed tato an army corps. 

So much for the strictly military part of raismg the troops and 
forming them into units and commanding them. 

There are then political and economic organizations set up under 
the treaty. These consist in agencies for determining the use, the 
supply, and the equipment of these men. There will be a Council of 
Ministers which will be made up of the Defense Ministers of the six 
governments. Under the treaty they have certain powers. Then 
there will be a Legislative Assembly which will be made up of members 
of the parliaments of the six countries. The Council of Ministers and 
the Legislative Assembly will be the same Council of Ministers and 
the same Legislative Assembly as acts for coal and steel under the 
Schuman plan. These two groups of powers are over and above 
and separate from the powers of the government. It is in these 
two fields that the governments have delegated to the Council of 
Ministers and the Legislative Assembly powers such as our States 
delegated to the Federal Government in creating the United States 
of America. In order to carry out the day-to-day operations there 
will be what is called under a treaty a Commissariat. That will be 
very much like the civilian authorities in our Defense Department. 
They will be the people who will correspond to the service Secretaries, 
and they will have charge of preparing the common budget which 
will be both on the income and outgo side prepared as one budget. 
The budgets then will go to the various states for implementation 
through their parliaments, and the funds then become available to 
this common source. 

There is a transition period in which the funds, as they are made up 
from this common budget, have to be voted by the parliaments and 
the parliaments undertake certain obligations to vote certain amounts 
as provided in the common budget. 

The treaty looks forward to going beyond this transitional stage 
and having a larger common government which may have the power 
of taxation, so in that respect it looks forward to another step making 
it more like the Government of the United States in this common 
field. 

Mr. WiaeLeswortn. That is what you referred to as calling for 
further negotiations in 6 months’ time? 

Secretary Acnrson. I believe so, yes. 
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Mr. Gary. Mr. Secretary, I wonder if you would tell us what in 
your judgment are the chances of this agreement being ratified by all 
sf the countries. 

Secretary AcHEsON. I can say on the record, Mr. Chairman, there 
are very considerable problems which will arise in the various parlia- 
ments. I think those problems are not insuperable and I believe that 
over the summer and early fall these treaties will be ratified. That 
ratification will depend upon the various parties in the parliaments 
being assured that going into this arrangement will not undermine 
their own security as exists at present, but will increase it, and I believe 
they will see that as time goes on. 

One of the important things is what I have mentioned already 
as to whether our part in making this possible will go forward. That 
will have a great deal to do with it. But I believe they will be ratified. 

Mr. WicGLeswortn. You are speaking, of course, of this European 
Defense Community. As far as the Schuman plan is concerned, that 
has already been ratified by several of the nations, I believe, has it not? 

Secretary Acneson. Yes. The only thing that remains to be done 
on that is to have one of the two houses in both Italy and Belgium 
ratify it. I believe that one of those countries will act this week and 
the other will act next week. 1 should think by the week after next 
the Schuman plan should be in operation, 


AID TO YUGOSLAVIA 


Mr. Wiacuesworru. You did not refer to Yugoslavia. My atten- 
tion was called recently to an article that you may have seen in the 
May edition of the American Mercury by Bosdan Raditsa, listed as 
Tito’s former press chief, which takes a very strong position against 
aid to Yugoslavia because of the risk involved. I wonder if you would 
care to comment on this subject, on the record, or off the record, 
or both. 

Secretary AcuEson. Well, I should be glad to speak about that on 
the record, Mr. Wigglesworth. 

I think that Yugoslavia maintaining its own independence is of very 
considerable importance to all of us. Yugoslavia has a very considerable 
armed force. It needs a good deal in the way of modernization of 
equipment. I understand it is well trained and courageous and a 
very competent body of men. 

Yugoslavia is an area that lies between the southern flank of our 
NATO defense and our farthest eastward members of Greece and 
Turkey, and therefore it is most important that Yugoslavs, who are 
determined to defend their own freedom, should be helped in doing 
that. 

There have been threatening gestures made against Yugoslavia by 
the satellites surrounding her, and of course the Soviet Union has done 
everything that it possibly could to make it impossible for the Yugo- 
slavs to continue a viable economy. I think there are no risks 
involved in helping Yugoslavia. I think that there would be very 
serious risks involved if we allowed that country’s defenses to weaken 
so that it might be overwhelmed. 

Mr. WiaGeieswortH. In other words, you feel the break between 
the Kremlin and Tito is a real one and irrevocable? 

Secretary Acneson. Yes, I do, Mr. Wigglesworth. 
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PROBABLE DURATION OF FOREIGN AID PROGRAM 


Mr. WiecGLeswortn. Can you foresee at this time, if all goes well, 
the probable duration of the foreign aid program and whether it is 
likely to increase or decrease in amount in the meantime? 

Secretary AcneEson. I think it is very hard to do that, Mr. Wiggles- 
worth. <A couple of years ago we had hoped that the program could 
be carried forward much more speedily than I now héliove it can be 
carried forward. At that time it looked as though, if we had a few 
years at a fairly high peak, we would then begin to taper off. I think 
several things have happened to stretch that out. One has been that 
the capacity of the European countries themselves was in the original 
plans overrated, and therefore it will take them more time. Their 
economic capacity was overrated and therefore it will take them more 
time to accomplish results. 

Also, our own ability to deliver was exaggerated, possibly because 
we did not anticipate so much material being used up in Korea and in 
Indochina. Furthermore, we have had to stretch out our own funds 
available for this purpose. I therefore think it will take longer than 
I had originally thought, but I do not know how much longer. 

I think you will then have the capital equipment of this defense 
pretty well established, and in that connection a very important part 
of our effort here is that part of it which goes into offshore purchases. 
What we are most anxious to do is to develop equipment for these 
European forces which they themselves can maintain and replace 
rather than giving them American equipment which must be main- 
tained and replaced at a dollar cost. Therefore, whatever we are 
able to do in offshore purchases, and through this defense support, 
accomplishes a double purpose—it gives them what they need and it 
brings us nearer to the time when our further contributions to the 
maintenance and replacement of this will be unnecessary. 





Mr. Wice.eswortu. And it will probably cost less money and 
tend to build morale in the countries where the production is carried 
on. 

Secretary AcuEeson. Yes, I believe that. 

Mr. Wiaecieswortu. I have no further questions. 


EXPENDITURES OF RELIEF MONEYS 


Mr. Cievencer. Mr. Secretary, I think perhaps you know some 
of the stories of the unwise expenditures of this relief money in Europe, 
of the large scope of the building of railroad facilities in Rome, and 
it has made it difficult for some of us to get the support of our people 
for such a program. Would you comment on that? Have you 
checked that? Have the recovery funds been wisely spent? 

Secretary AcuEson. Are you speaking of the funds under the 
Marshall plan? 

Mr. Cievencer. Yes. You know the scope and the size of the 
railroad terminal in Rome has been widely publicized. 

Secretary AcnEson. I have seen the railway terminal in Rome. I 
should not have supposed that was an unwise expenditure. It is 
one of those modern buildings which I would think would not have 
been terribly costly, but it is very impressive. I think, generally 
speaking, the development of such things as railway facilities, power 
facilities, communications has been most important in laying the 
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foundation upon which other industries can be built up. One of 
our greatest problems, as you know, in connection with this develop- 
ment of the armed forces in Europe is logistic support; that is, the lines 
of communication from the troops to the coast, both the actual 
speaking communications and the roads and railroads, and everything 
which has been done under the Marshall plan has been very useful 
in that. Sometimes it has to be expended. 

Mr. Gary. Is it not a fact that the devastation of the war destroyed 
most of the communication facilities in Europe and that was one of 
the chief problems after the war—communications? 

Secretary AcHESON. Yes. 

Mr. Gary. That was particularly true in Greece. I know the 
only canal they had there was blocked, and until we opened that 
canal industrial development and rehabilitation were almost im- 
possible. 

Secretary AcuEson. That is true. Of course, this tunnel had to be 
rebuilt because it was bombed out. 

Mr. CLEVENGER. I suppose you probably were in Europe when we 
had a great deal of publicity in the Congressional Record. The state- 
ment was made that it was as large as three of the largest stations in 
the United States combined: Grand Central, Washington, and I think 
the Cleveland stations were used as a measurement. I do not vouch 
for the truth of the statements; I am just repeating what was said. 


POLICY TOWARD COMMUNISTS 


Now, with regard to this matter of a riot in Koje of the North 
Koreans, the fact that these people presumably had communication 
with some hard group of Communists has given rise to considerable 
speculation as to how that was allowed to happen on this island. 
Apparently they were in close communication with the Soviets or the 
Communists, directed from the mainland. It has not been the policy 
of this Government, has it, to assume that we can pamper these people, 
get along with them? That has led to some disturbance for the last 
few weeks. 

Secretary AcHESON. Most certainly not, Mr. Clevenger. There 
has been no policy of that sort. I am not in position to talk about the 
details because I do not know, but I can imagine that the problem 
that the Army is faced with is one of a large number of prisoners and 
of a small guard force, which led to putting as many of these prisoners 
to such work as they could do with the facilities available, and I can 
well understand that a group may be repairing a road or a bridge or 
whatever they may do, and might have an opportunity to throw a note 
to some fellow across the road, which would seem to be pretty easy 
to do. I should think now that would not be likely to happen, be- 
cause I think the Army is fully aware of the problem. 

Mr. Cievencer. | think they are now unquestionably, but it was 
a source of humiliation to a lot of Americans to think it happened at 
all. But this Government has not been gullible enough to think that 
we could do business with that bunch at all? 

Secretary AcHEsoNn. Not at all. 

Mr. Cievencer. That is all. 

Mr. Roonsy. Thank you very much, Mr. Secretary, for a very 
interesting and informative statement. 

Secretary Acheson. Thank you, Mr. Chairman; it is very nice to 
have been here. 
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OFFICE OF THE SECRETARY OF DEFENSE 


Mr. Gary. The committee will come to order. 

We are very glad to have with us this morning the Honorable 
David K. Bruce, Under Secretary of State. 

We will be glad to hear from vou at this time, Mr. Bruce. 


GENERAL STATEMENT 


Mr. Bruce. Thank vou, Mr. Chairman. I will make this informal, 
if | may. I have no prepared statement. 

Previous witnesses have already dealt, | think, with the general 
principles of the MSA, and the amount requested for appropriation. 
Afterward there will follow detailed presentations regarding the indi- 
vidual countries, so, if I may, I shall confine myself to something of 
a presentation in regard to the steps which have been taken toward 
integration in Europe, and, secondly, refer especially to the position 
which France occupies in connection with the North Atlantic Treaty 
Community. 

Now, as regards the first part, 1 do not know how far you want 
developed anything in connection with the two steps which have 
already been taken in respect to integration. 

Kirst, the Schuman plan and, secondly, the European Defense 
Community. 

The Schuman. plan, as you know, is one which pools the coal and 
iron resources of six countries—Belgium, Holland, Luxemburg, 
Italy, France, and the Federal Republic of Germany. That has now 


been ratified by all the parliaments with the exception of the lower 


house of Belgium and the lower house of the Italian Parliament. 
Belgian action is scheduled for this week and the Italian lower 
chamber should pass on it next week, 
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It appears that there will be no difficulty about this ratification, and 
therefore this organization will come into being pretty shortly there- 
after. 

Now, the EDC—the European Defense Committee—is pretty 
much in this shape: The treaty has been signed by the subscribing 
members, the same states which compose the Schuman plan. The 
ratification by parliaments should come along during the course of 
this year and if all parliaments are agreeable to such ratification, the 
project should be completed not later than the end of this year. 


SCHUMAN PLAN 


There are institutions connected with both of these treaties which 
are common to them. In the case of the Schuman plan there is a 
High Authority which is the executive. That High Authority has had 
delegated to it certain portions of the sovereignty of the member 
states. In addition, there is in the Schuman plan a Council of Minis- 
ters, and Assembly, and a Court. 

The European Defense Community has followed in general the or- 
ganizational lines of the Schuman plan. It, too, will have a central 
authority which in this case is called the Commissariat. It also will 
have a Council of Ministers, an Assembly, and a Court. 

It is quite obvious that the formation of a pool of iron and steel will 
have very far-reaching economic consequences, but perhaps the most 
striking thing about it is the surrender of national authority which 
was entailed when these powers were delegated by the member states 
to the central body. 


EUROPEAN DEFENSE COMMUNITY 


Far-reaching as are the implications of the Schuman plan, those of 
the European Defense Community are more important, because there 
vou strike really at the heart of national sovereignty when you sur- 
render a measure of control over the use of vour armed forces, with all 
that it entails, particularly in the implementation of foreign policy 
when you have lost control of your national armed forces as an instru- 
ment of national policy. 

Now, if I may, I will dwell a little on the organizational side of the 
EDC. This Commissariat, as is the case in the Schuman plan, will 
consist of nine members. One of those members will be the president. 
In case of a tie vote, for example, he can cast the deciding vote. All 
those members must be nationals, drawn from the states which have 
subscribed to this treaty. There cannot be more than two members 
from any one state. 

In the first instance, the nine men will be selected by unanimous ap- 
proval of the governments of the six member states. They will have 
administration over the common budget. They will also have au- 
thority over common procurement. In effect, they will constitute an 
executive organ which will replace the jurisdiction which otherwise 
would have been exercised in the field of Western European armament 
by the defense ministers of the six countries. 

The members of the Commissariat, although drawn from the states 
participating, lose their national character. It is provided in the 
treaty that they shall owe no allegiance of any kind to their countries 
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of origin. Neither can the governments of their countries try to exer- 
cise any pressure over them from a national standpoint. That is not 
true of the Council of Ministers. 

The Council remains the representative body of the national 

vernments and is the direct fink between the Européan Defense 

ommunity and the states participant in it. 

In addition, there is the Assembly. Under the provisions of the 
Schuman plan the Assembly will be composed of parliamentarians 
and later they may be chosen by popular election. There will be 
18 from France, 18 from Germany, and 18 from Italy, and 10 each 
from Holland and Belgium and 4 from Luxemburg. 

There will be the same membership in the Assembly for the Euro- 
pean Defense Community, except in the latter case there will be an 
addition of three members each from Germany, France and Italy. 

This Assembly has a good many functions which they will be called 
upon to exercise, but perhaps the most interesting one is that it is 
charged with the presentation to the Community, and therefore to 
the governments of the member states, within 6 months after the 
community becomes operative, of a plan for a greater federalization 
of the interests of the various countries who are members of the 
community. 

I think that that in brief covers the organizational features. 


COURT 


Mr. Gary. What about the court? 

Mr. Bruce. Well, the court in both instances is a court of review 
very much like our own Supreme Court, possessing very wide powers 
to construe the treaty provisions, and to take remedial action in the 
case of a violation of any of them. That court will be, I think, of 
very great assistance—certainly in the early days of the community— 
in ironing out the natural difficulties that are almost certain to arise. 
As I said, the membership of the court in both cases is identical. 

Mr. Wieeiteswortu. How large a court is it? 

Mr. Bruce. I am ashamed to say, Mr. Wigglesworth, I do not 
recall how many members there are in the court. I have a vague 
notion there are nine. 

Mr. Gary. Will you insert that in the record? 

Mr. Bruce. I will put that in the record. 

(The matter referred to follows:) 

The Court will be composed of seven judges, appointed for six years by agree- 
ment among the governments of the member states. 

Mr. WiaGLeswortn. How are the judges designated? 

Mr. Rruce. Again, I will have to put that in the record. I did 
not pay very much attention to the court, I am sorry to say, because 
it was the one noncontroversial feature in connection with the plan. 

Mr. Gary. If you would insert something about the jurisdiction of 
the court—not territorial jurisdiction—but jurisdiction over subject 
matter, I would appreciate it. 

Mr. Bruce. Yes, I will, sir. 

(The matter referred to follows:) 


The Court shall have jurisdiction to hear appeals from decisions or recom- 
mendations of the EDC Commissariat or the Schuman plan High Authority, by 
a member state, by the Council, or by the Assembly on grounds of lack of legai 
competence, substantial procedural violations, violation of either treaty or of any 
rule of law relating to their application or abuse of power. 
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FINANCIAL AUTHORITY 


Mr. Bruce. Now, a great deal has been said, and there was 
prolonged argument during the course of the drawing up of the EDC 
Treaty which lasted for about a year and a half, about the necessity 
of surrendering very large powers in the field of the common budget, 
particularly. The solution arrived at is not as ample as some of the 
members would have wished. The reason for that is that all of the 
nations when really brought up to it were unwilling to surrender to this 
common authority the taxing power possessed by their parliaments. 

Of course, in the case of a parliamentary budget the way this will 
operate is that the national parliaments will have to appropriate that 
portion of the common budget which is allocated by the central 
authority to the nation represented by that parliament. It was 
suggested in the beginning that the central authority should have the 
power to levy taxes, or else to make an allocation for what we might 
call a subscription and given the right to enforce the payment of that 
allocation by the member country. That was found, as I certainly 
think would have been the case in a good many other countries, 
completely unacceptable at this time, and it was agreed by the 
parties concerned that as they progressed toward, and if they achieved, 
a political federation, or confederation, that this question of how you 
levied upon the participating countries for military budgets would be 
reviewed and some way would be found by which the findings of the 
central authority could be enforced. 

As regards common procurement, the outcome is extremely suc- 
cessful. This central organization will have almost unlimited scope 
in procuring for the Community the weapons, supplies, and so forth, 
which will be needed by that Community. 

That, to my mind, is the most significant step which has been 
taken in connection with this armament program in Western Europe 
because they will be able to place their orders where the prices are 
cheapest; where the deliveries will be most rapid. They-will also be 
able at last to standardize; they will be able to carry on specialized 
production. 

From our standpoint it is extremely important because we will 
have a central place to which we can send our end items and from 
that center supervise the distribution of our end-item aid. 

Also, that central authority will, through its control over the 
constituent armies, be able to carry on a program, not only of procure- 
ment, but of general management that would have been impossible 
in the case of these small national armies. 

As I said, it will not come into being until the parliaments have 
ratified, but I think that the essential steps have already been taken 
by signature. 

The German Parliament will consider it in July. The other 
assemblies will have it brought before them at various times, going 
from July to October. 

In the case of Holland, it will be impossible for the Dutch Parliament 
to have a look at it until October because they have an election in 
July, and it will be brought up after the new Parliament has considered 
its budget. 

Now, the next step, because it is written in both the Schuman plan 
and the EDC is that these are progressive attempts toward the ulti- 
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mate goal of European federation or contederation—TI have used two 
words, and I will drop the second one from now on—the next step will 
be the calling of a sort of convention to consider whether these nations 
will surrender to a central body a greater measure of political authority 
than they have already given us in connection with these two plans. 
How that will eventuate nobody knows, but the impulse toward it is 
probably the strongest single factor in the political life, at least in these 
six countries, and I think is now beyond dispute. Probably a consti- 
tutional convention would be the best way to handle it. A constitu- 
tional convention would start with the great advantage that even from 
the beginning they will have through the medium of the Schuman plan 
and the EDC treaty already in existence, a sufficient surrender of 
national soverignty to be able to vest in a political federation enough 
powers to make that political federation of significance even if nothing 
were added to it. 
Now, Mr. Chairman, I will go to the other. 


EXECUTIVE CONTROL 


Mr. WicGteswortu. Will you develop a little more the executive 
under the Schuman plan and the Commissariat under the EDC? 
Is that one individual or several, and how are the members elected? 

Mr. Bruce. In both cases there will be nine members. In the 
case of the Schuman plan it will be what is called a High Authority; 
in the ease of the EDC what is called the Commissariat. Of those 
nine members not more than two can come from any one state. They 
will all be appointed by the governments of the member states. Later 
on they can be elected by popular vote. 

Mr. WicGLtesworrn. They are civilian in both instances? 

Mr. Bruce. Civilian in both instances, and they lose their national 
allegiance, so to speak, as soon as they accept the office. 

Mr. WicGLteswortn. Are they expected to be identical, did vou 
sav? : 

Mr. Bruce. No; they are not. In the case of the Assembly and 
the members of the Court, they will be identical. In the case of the 
executive, they will not be because the problems are very different, 
of course. 

Mr. Gary. You have nine executive officers now? 

Mr. Bruce. Yes. That is in order to give satisfaction to the 
smaller states. It is not an ideal number, but it was the compromise 
figure that was arrived at. 

Mr. Gary. How do you get coordination of effort? 

Mr. Bruce. I suppose the way you would get it would be the way 
you would get it through the executive committee of a bank. There 
will be a president in each instance, and the president of the High 
Authority, or the Commissariat, as the case may be, will really be 
the executive president: the general manager of the enterprise. 

Mr. Wiacieswortn. The Council of Ministers is limited to six, 
I assume. 

Mr. Bruce. There will be one for each state. 

As I said, there is a difference in the number of assemblymen, 
although the original Assembly of the Schuman plan, or the repre- 
sentatives in the Assembly under the Schuman plan, will all be 
members in the Assembly of the EDC, with the nine additions of 
which I spoke. 














POSITION OF FRENCH NATION 


Now, | will proceed to the question of France. 1 know from experi- 
ence in testifying before committees of the House how skeptical 
everyone is about the French war effort, and I will not lumber what 
I have to say with statistics, but ] would like to mention a few fairly 
simple ones, and the chief reason for it is 1 think one can make a 
perfectly demonstrable case that the contribution of a military char- 
acter by France in the North Atlantie Treaty effort is the largest 
contribution, this year at least, which has been made by any member 
of that community except ourselves. 

Secondly, the financial burden on France as the result of its mili- 
tary efforts in Europe and in Indochina is the largest of any member 
of the community. 

Now, in order to assess whether what I have said is correct or not, 
I think that one will have to look at what the French gross national 
product is; what portion of it is taken from the people in taxes, and 
what part of that in turn is devoted to the military effort. 

It is estimated that the French gross national product this year 
will be about $35 billion in comparison with our own of around $335 
billion; that the French will take from that gross national product 
in taxation about 30.7 percent in collections of their GNP; that we 
will take about 25.8 percent of our gross national product in taxes 
collected. 

There is one thing in that connection which is appropriate to say, 
I think, that in connection with all these countries these figures are 
deceptive in that vou have always got to consider from a standpoint 
of financing war effort, or anything else, what the residue is after you 
have made your tax collections. The higher the per capita income, 
even where the tax rate is identical in two countries, the larger the 
residue that can be used for investment programs, or for the support 
generally of the economy. I think the easiest way to figure it, as 
regards France, in making any comparison with our own situation, 
is to sav that the gross national product in France is approximately 
10 percent of our own; that the taxes collected are higher; that if vou 
will take a national income per capita here of, say, $2,400 —and I am 
just reaching that one out of the air—and a per capita income in France 
of about $800, a proportion of 3 to 1, that the residue, even with 
identical tax rates, left after taxes will be very high for us and very low 
for France. 

Just take 30 percent of $2,400 and you will get $720. Subtract 
that from $2,400. In the case of France, 30 percent of $800, and 
subtract that from the $800, and you see the great discrepancy in 
what I call the residual, which is in effect what supports a national 
economy. 

TAX COLLECTIONS IN FRANCE AT PRESENT 


Mr. Gary. What is the situation with respect to tax collections 
in France at the present time? 

Mr. Bruce. Well, taxes collected in France for the last few years 
have been larger in proportion to gross national product than in any 
one of the major countries of the world with the one exception of 
Great Britain. The complaint that has been made about the French 
tax system has always failed to differentiate between the inequity 
of taxation and the effect of taxation. 
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Mr. Gary. That is what I am inquiring about, the inequity. 
Have not most of the taxes been collected from the poor people and 
have not many of the wealthy people escaped? 

Mr. Bruce. I will say a word about that because it is a most 
interesting subject. 

The French rely for about 60 percent of taxes collected on indirect 
taxation. In the case of Great Britain that figure is about 40 percent, 
and with the United States it is about 15 percent. 

The income tax rates in France are high, very high indeed, and the 
exemptions are very low. It is not, however, the case—according to 
everyone who has investigated the situation—that there is a small 
group of people in France enormously rich who escape taxation al- 
together because they do not pay their direct taxes. 

The three great classes of people in France who do not pay—and 
I am speaking, of course, in general terms—direct taxes are, one, 
farmers; two, professional men, and three, the unincorporated busi- 
nesses. 

I think the reason for all three of those derelictions, if you might 
call them such, are quite explicable. First of all, taxation in France 
on farm lands is on a land assessment. Those rates can be raised. 
There is a move in every French Parliament to raise the assessment 
on land. It is always defeated. 

France is one of the strongest agricultural countries in the world, 
as you know, but the agriculturists are particularly strong in the 
French Parliament. However, if the French farmers paid all their 
income taxes—and with that I couple any direct taxes, which it is 
complained they do not pay—the final effect on the French budget 
would be comparatively negligible principally for the reason that the 
average farm holding in France is about 25 acres. The vast majority 
of the farms in France average about 25 acres. I will put it that way, 
A 1,000-acre farm in France would be considered an enormous prop- 
erty. So the wealth, although it is widely diffused in the farming 
community, is very considerable because of the fact that one-third 
of all the people in France are farmers and about one-half of the 
people in a derive their livelihood from farming or related 
activities, but although that aggregate wealth is large, the individual 
wealth which can contribute other than through indirect taxation to 
the general funds of the central government would not be a very 
important factor. 

Second, the professional men. The professional men in France, as I 
understand is the case with a good many people that we get after here 
periodically, are in the habit not only of not keeping books, but of 
collecting their fees in cash. The most striking difference, it seems to 
me, between the habits of our own people and those in France is the 
way in which practically every transaction of any kind is carried on 
there in cash rather than by check. There is very wide evasion on the 
part of the professional men of their obligation to pay direct taxes. 

Third, the nonincorporated businesses: Over 90 percent of those 
businesses are conducted by people who are classified as self-employed. 
The great majority of that 90 percent are carried on by members of the 
same family, and not more than three people in each one of the 
businesses. There is no bookkeeping; there are very few check trans- 
actions. It is very difficult, or it has been very difficult in the past, 
to arrive at a determination of tax liability by the sort of methods 
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which are here and in Great Britain orthodox. You simply do not 
have the records. 

It. is estimated that the total of the amount scheduled collectible 
that ought to be paid by escapees of all sorts from taxation in France 
would run between $1 billion and $1.5 billion a vear. Last year there 
was collected in penalty taxation, direct taxes I am speaking of 
chiefly, something like $400,000,000. One of the drives being made 
by the present Pinay government is to raise those collections so that 
the evasion will become progressively smaller and smaller. They 
have introduced another fiscal reform which will come up for hearing 
before the Parliament in July of this year. 

I may say in that connection that the rates of taxation are so high 
that in many cases where an income is ascertainable, either that of an 
individual or that of a corporation, it would often be true that the 
total taxes collected in any one year, because of this interplay between 
the system of direct and indirect taxation, would amount to well over 
100 percent, so when one talks of $1 or $1.5 billion taxes uncollected, 
that total is not really an accurate determination of the amount that 
goes uncollected. I would take the lower range and say possibly 
$1 billion. Add that $1 billion, which is about 10 percent of the 
taxes actually collected, to the over-all tax burden, and in my personal 
opinion you get beyond the amount of taxation that should be imposed 
upon an economy. 

There should be a change in the French tax system, but it would 
be entirely inaccurate to say taxes in France, because they are largely 
indirect, are paid by the poor, and the rich escape them. There is 
some truth in it, and there is also falsity in it. It would be equally 
wrong to say that the tax system in France is equitable because it is 
highly inequitable in the sense that it is a regressive system as com- 
pared with a progressive system. I will leave it to you if all these 
fiscal reforms which are continually talked about there went into 
effect whether the gross collection of taxes after the reforms had be- 
come effective would be as large percentagewise as what they obtain 
under their present system which dates back practically to 1789, 
and which is a maze of legislation and regulations, many of them 
conflicting. 

That is all that I have to say on that, Mr. Chairman. 

That brings me back to the fact that the total actually collected is 
really of a very impressive character and is, as I said, next to Great 
Britain, the largest of any major country in the world. I leave 
Russia out because I do not know what the proportion is there, and 
neither does anyone else. 

Mr. WiaeieswortH. Do those percentages reflect all taxes, or are 
they limited to National Government taxes? 

Mr. Bruce. National and local. Local taxes in France are minor, 
and the comparison that I made with the United States was a com- 
parison with all taxes collected, direct and indirect, municipal, State 
and Federal. 

REAL*ESTATE TAXES 


Mr. Gary. Does the National Government have a direct tax on 
real estate? 

Mr. Bruce. It has no direct tax on real estate. There is a very 
heavy Federal tax on the transfer of real estate—25 percent. 
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Mr. Gary. The local government has a direct tax on real estate? 

Mr. Bruce. Yes. That money is divided, I may say, between the 
departments and communes. 

Mr. Gary. But it is assessed and collected by the local authorities? 

Mr. Bruce. That is right. So much for taxation. 

(The following statement was supplied later:) 

The local authorities, roughly equivalent to counties and municipalities, levy 
and receive the proceeds of the taxes, but the Central Government cooperates 
in the collection. So much for taxes. 


MILITARY BUDGET 


I was relating it to the French military budget which for this 
calendar vear will run to about $4 billion. I do not think that vou 
want me to get into how that money is spent on their army and their 
armament program, because that will be broken down in detail later 
on. 

I think the most interesting and the most salient feature of it, 
possibly, is the expenditure of that portion of it connected with the 
war tn Indochina. ‘That amounts this vear, budgetwise, to $1.2 
billion. By the end of the vear, if the experience of the past remains 
true this vear, it will mean there will be supplementary appropria- 
tions and the best guess is that the amount spent in Indochina will 
run between $1.2 billion and $1.5 billion out of a total military budget 
of about $4 billion. 

Now, the war in Indochina has absorbed over the period of the eco- 
nomic aid given by the United States approximately the equivalent of 
all of our economic aid. That has been funneled through from the 
Metropole to the operation in Indochina, but it is a stand-off as 
between the two sums. 

The greatest thing, however, is not the financial expense, burden- 
some as it is, and the difficulty that it makes in the building up froma 
fiscal standpoint of the sort of an economy that is desirable, but the 
result from a strictly military standpotat as regards men and supplies. 

At the present time in Indochina there is a French Union Army in 
excess of 200,000 men. The question has often been asked before as 
to whether all these men are not ia effect, or the majority of them, 
fellows who come from different parts of the French possessions and 
why does that make such a difference to the troops In metropolitan 
France? The reason for it is that about 78,000 to 80,000 of the troops 
in Indochina, all of whom are professionals, are drawn from metropoli- 
tan France itself. Of that number, the most striking thing I think is 
this fact: There are about 7,000 European officers in Indochina and of 
nonconimissioned officers there are close to 30,090. Among the north 
Africans, by comparison, the noncommissioned officers amount to 
1,781 as of January 1, 1952. Among the native colonials the non- 
commissioned officers number 3,870. The effect of this is that the 
French Union Army has absorbed the flower of the officer and non- 
commissioned oflicer classes that otherwise would be devoted to train- 
ing the conscripts and the men who will make up the French contribu- 
tion to the NATO army. 
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FRENCH CONTRIBUTION TO NATO ARMY 


Now, there is something I would like to bring in at this point about 
the French contribution to the NATO army. 

Under the EDC, leaving out the question of the air forces and the 
navy, the French will turn over to the NATO army all of their troops 
which are not engaged, or not necessary for the defense of their 
territories outside of metropolitan France; all that are not necessary 
to carry out some of their international obligations like the stationing 
of troops in Vienna, Berlin, and a small contingent they have in 
Korea. So it becomes of great interest to us what the quality of 
such troops will be; how they will be officered, and how they will be 
trained, and so forth. 

Under this European defense force scheme, the unit in the case of 
all these countries of men of the same national origin will be a 
stripped-down division, somewhere between 12,000 and 14,000 men, 
depending upon the nature of the armament of that group, and 
instead of having the sort of supporting services which we would 
normally have in an Ametican division, so that the division itself is 
an integrated and self-sufficient unit; that logistical support—some of 
the heavy artillery support, air support, and so forth—has been 
lifted up to the army corps level, so you have a division of homo- 
geneous nationality grouped with a similar division, or divisions, 
composed of people of other nationalities all in an common uniform, 
but heading up to an international staff which is at the army corps 
level. You might have, for example, a French army, a German 
army, a Belgian army, but they cease to be armies in the ordinary 
acceptance of the word. They become national groups which join 
with each other and fall under the international command at the 
army corps level. And eventually, through the chain of command, 
the ultimate chief of the whole enterprise is the commander in chicf 
of the NATO forces, General Ridgway. 

The French contribution to this conglomerate of soldiers of various 
nationalities has been reckoned to be at various times-—the figures 
have changed—the largest that would be contributed by anyone of 
the nations subseribing to the European defense community concept. 
That poses a very complicated political question in France entirely 
apart from any military implications. 


FRENCH ARMY IN INDOCHINA 


The French have dreaded the possibility of becoming partners in a 
community where the size of the German forces would outnumber the 
size of the French forces. As it now stands they will be practically 
identical at the end of a given period as regards numbers, but mean- 
while you have an army, and also about one-third of all the naval 
vessels in France, and the best of all of its air forees engaged in a war 
almost 10,000 miles away. 

Could those people be repatriated, not only would an enormors 
expense be avoided, or diminished, but you would have France in a 
position to make a contribution to this EKaropean army which imme- 
diately would make the whole situation as regards defense of the west 
against a possible aggression an entirely different thing from what it is 
today. 
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I state that without being able at the same time to suggest that 
there is any way in which those troops could safely be brought back 
to Western Europe because they could not be brought back safely 
from our standpoint if we desire that Indochina not fall into Com- 
munist hands, and so when we talk about all of these features affect- 
ing the French military effort we have to think of that effort in essence 
as being an indivisible one as between west and east because the best 
part, or the major part of the raw material which was available for 
these forces has for a period of years been sent out to the Far East 
and until very recently not retained in any considerable portion in 
the Metropole. 

So you have the absorption of a great quantity of men, of at least 
one-half of the best of their officers and noncommissioned officers, 
operating in a theater which does not, except indirectly, contribute 
to what we have so much at heart in NA TO, and that is the building 
up as rapidly as possible of the largest possible force for defense in 
Western Europe. 

On the other hand, aay contribution of outside help—ind at present 
that means entirely from us—that goes to France, as would be the 
case of any contribution going to Great Britain, would in very con- 
siderable measure as affecting France—and in smaller measure affect- 
ing Great Britain—be devoted directly er indirectly to the carrying 
on of a military effort which from our strategic standpoint seems to us 
essential. 

I do not know whether there is any necessity or desirability of going 
any further in connection with this Indochinese venture except to say 
that it has been successful in holding the vital Tonkin area; that the 
Chinese Communists have not yet come over the border, although 
they have supplied the Viet Nam forces with a very large amount of 
military equipment. They backed them up with what seems to be 
an excellent training. They have enabled them to recuperate them- 
selves all in Chinese territory, but at the present time the French 
Union Army, together with the armies of the associated states, do not 
have much mmmediately in prospect to fear from the rebel forces unless 
there are additions to them by the Chinese Communists themselves, 

There is one other thing about that whole enterprise in Indochina 
which in the long run is of vital interest to us, and that is the building 
up of a native army; a native army that conceivably in time could 
take its place in the defense of its own country and siiceraad replace 
all foreign troops in that country. 

The expense, for example, of maintaining the French Union Army, 
per annum, in Indochina is greater than all the French investments, 
private and public, in Indoc hina; larger than all the gross investments. 
That is the cost of 1 year’s operation. 

The three associated states can take over the management of all 
affairs of their own countries at any time they can safeguard their 
security interests. To that end about 120,000 natives will be in 
training in native armies, officered by natives and noncoms as well 
by the end of this year. 

It is the desire, not only of the people in the associated states, but 
of the French as well, to increase that number. 

In connection with the expenses of the enterprise as presently 
constituted, the French are paying about $180 million a year in troop 
pay and consumer goods to the native soldiers. 
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There is no lack of manpower to increase the size of those armies. 
One of the difficulties is training enough skilled people to carry on the 
training, and another is the recruitment of sufficient noncommissioned 
officers and officers drawn from the three associated states. 

There seems to be no reason for us to believe that the people of Viet 
Nam, who have always accredited themselves extremely well—with 
the experience we have in seemg the southern Koreans and the north- 
ern Koreans fight and similar experiences in the Russian satellite 
countries—that these natives in time, if adequately trained and 
equipped, should not be capable of building up the proper defense of 
their own territory. But that, as I said before, is not now in prospe cts 
and will not be for a considerable time to come, 

But in connection with any allocations which are made or appro- 
priations which are made by the Congress, when this money is por- 
tioned out, when the French portion of it is received, a certain amount 
of that inevitably will go to support this military effort of which I 
have spoken in Indochina. It does not all go as one might have 
anticipated, if you did not have knowledge of the Indochina situation, 
purely for the build-up of the armed forces within the framework of 
NATO. 

Now, Mr. Chairman, probably I have been wordy enough on this 
point. 

(Discussion off the record.) 

Mr. Cievencer. Is there any figure on how much has been the 
contribution in the way of matériel to the Indochina situation? 

Mr. Brucr. In the way of matériel, of course, that has been the 
chief contribution, almost the exclusive contribution. I cannot give 
you those figures. They will be given to you by the military people 
who will appear before you later this week. 


COMMUNIST SITUATION IN EUROPE 


(Discussion off the record.) 

Mr. Bruce. The Communists in France were instrumental in con- 
tributing, after Russia was attacked by Germany, a large number of 
people to the so-called resistance movement; sabotage operations, 
propaganda operations, and so forth. They were not very helpful in 
the intelligence field, because it was a habit even then of the Commun- 
ists not to work alone. That is, they were subject to mass organiza- 
tion and they were subject to higher ‘control always. But the y made 
a very helpful and a gallant contribution to that resistance moveme nt, 
which was of such extreme aid to us and to all of our allies not only i in 
the pre-Normandy invasion period, but afterward. 

Now, when they got into France—and this is really quite a fasci- 
nating thing; at least it is to me certainly—when they got to France, 
there were a ver y large number of people who were discontented with 
the way in which France had been politically administered in the past. 
Very generous impulses had been brought into being, as to how there 
would be reforms. It was sort of like the atmosphere of the creation 
of a new world, because they were starting afresh. The Communists 
seized on that spirit, because the Communists, true to their type, were 
the only people who had returned to this previously occupied country 
with a definite political plan for the future. They knew exactly what 
they wanted. 
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They started out in the National Parliament by making an associa- 
tion with the MRP, and the Socialist Party, which was then quite 
powerful, under the leadership of Leon Blum, who has since died 
They started out and passed legislation, for example, to nationalize 
industries and more importantly sometimes I think, to take for them- 
selves the newspaper properties and all the other organs of public 
opinion. 

NEWSPAPERS 


They succeeded fully in doing that because the Communists then 
had about 75 percent of all the press in France free; no capital invest- 
ment whatever. They just took them over. And that has persisted 
for some time, although the circulation of the two great Communist 
papers in Paris, L’Humanite and Ce Soir, which in the first instance 
had a circulation of 600,00C 2 or 3 years ago, now has a circulation of 
180,000 and Ce Soir with a circulation of 550,000 3 years ago now 
has a circulation of one-third that amount. Both of them were 
heavi'y subsidized by the Russians but unable, even by giving papers 
away, to arouse that appeal which only comparatively a short time 
ago they had for the masses. 


POLITICAL STRIKES 


That coalition was a very powerful one; the Communists, the 
Socialists, the MRP, and other scattered people and a great many 
among the French population, beguiled by the idea that these people 
did represent something which was more hopeful in the way of better 
social conditions and even economic conditions generally for the 
future, as they began to display their strength by going in for a direct 
control rather than an indirect control of the Government apparatus— 
as they became more and more obstructive, as they began to have 
political strikes as distinguished from wage strikes, the situation 
reached a climax in the autumn of 1947, when the Communists were 
expelled from the Cabinet—dropped from the Cabinet is the more 
proper way to put it, but continued, as you know, to play a very large 
part in the management of the political affairs of the country. 

Their last political strike was in 1948, in the coal industry, where 
they succeeded in having the mines actually abandoned in many 
instances—nationalized property. Troops were sent in to safeguard 
the mines and the strike finally fizzled out. Since then they have not 
been successful in pulling any political strikes. 

In the meanwhile from 1948 on they have been dropped out of 
positions of influence in the Government. The prime examples of 
that were the clean-up in the Atomic Energy Commission and also 
in the Army, Navy, and Air Force. 

So I would say at the present time, in spite of the falling strength, 
which represents a drop of about 9 percent from what it was 5 years 
ago in the national election, that the general decline in Communist 
control even of known Communist organizations in France, has been 
a very drastic one and the decline of Communist influence in connec- 
tion with the administration of political affairs of the French has 
been a very striking one, 
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ARREST OF MR, DUCLOS 


But, to go on from that and to say that communism does not con- 
stitute a threat in France would be a very wrong conclusion to draw 
from the premise. I[t is significant I think that this present Govern- 
ment of Mr. Pinay has found itself strong enough to arrest the leader 
of the Communist Party there, which Duclos is, although the titular 
leader has been in Moscow for a long time, has been there for the 
last 18 months. 

Mr. Roonry. What is the story about him? 

Mr. Bruce. He had a brain tumor or a brain cancer, nobody knows 
which. He was taken off by the Russians for expert surgical treat- 
ment in Moscow, and has never returned. 

Duclos is quite a striking individual, a very good orator, a man of 
real force, a stirrer up of all sorts of agitation and hatred, but clever. 
The fact that the Government has arrested him and brought him to 
trial I think is the most significant thing which has happened in 
regard to communism in France in the last several years; because 
they got him in a way so that he could not plead parliamentary 
immunity. 

Mr. Rooney. What significance may be attached to this celebration 
that I read about in yesterday’s or this morning’s newspaper, in 
northern Norway, where they dedicated a monument to the Russian 
troops? Are you familiar with that? 

Mr. Bruce. IT am not familiar with it, sir. 


COMMUNISTS IN FRENCH PARLIAMENT 


Mr. Wiaa@teswortnH. What is the present Communist representa- 
tion in the Chamber of Deputies? 

Mr. Bruce. The present representation is 101 as compared with, 
before the last election, 180; that is, Communists and men associated 
with the Communists whose votes can be depended upon. 

Mr. Gary. The recent Communist-inspired strike in France was a 
failure, was it not? 

Mr. Brucn. A complete fizzle. The demonstrations, for example, 
against Eisenhower and later against Ridgway, which were so very 
carefully organized, were flops; very helpful to the Government 
because it had been announced in advance that anyone employed by 
the Government who was seen taking part in any of these demonstra- 
tions would lose his post. So a good many thousand people lost their 
posts without being able to plead that they had not been warned in 
advance. 

The importance in that regard is really tremendous and when you 
think that every paper 2 or 3 years ago in France, of any consequence, 
Communist papers or fellow-traveler papers were exhorting the people 
in each community to stop American arms shipments, to stop the 
shipment of arms from France to Indochina, and there has never 
been any sensible, any important diversion of or destruction of any 
arms coming in or going out, that is very significant. 
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RUSSIAN PROPAGANDA 


Mr. Gary. To what extent has this campaign of vilification carried 
on by the Russians been effective in the free countries of, for example, 
Germany and France? 

Mr. Bruce. I think it is the most skillful propaganda—I think it 
is more skillful really than the propaganda carried on by Hitler, 
because of the new media used by the Russians that he did not have 
such complete access to or control over. But on the whole I think 
most people in Western Europe are groggy from propaganda and as 
for turning them against the conception of the North Atlantic Treaty 
Organization, it has been ineffective. Where I fear it actually is in 
other parts of the world much more, where the standard of intelligence 
is lower. 

(Discussion off the record.) 


NEED FOR AID TO FRANCE 


Mr. Bruce. Mr. Chairman, may I add one thing which I had not 
brought up and which will be covered fully when you hear the country 
breakdowns, on France; but I would like to state it very briefly. 
With regard to financial matters that I have mentioned briefly, the 
take in the way of the collection of taxes in France, the proportion 
to national income, and so forth, the number of troops that they have, 
the expenses of the war in Indochina, and the rest of it—I do feel this 
after considerable acquaintance with the internal situation there, 
that regardless of what amount of money is appropriated by the 
Congress, regardless of what amount is allocated to France, the French 
have bitten off in the way of a military effort more, because of the 
requirements of financing it, than that economy is going to be able to 
support, without very large outside aid. 

I do not think I have ever appeared before a committee here in the 
last couple of years without saying that, for this reason; that this 
ambitious program which has been whittled down from time to time- 
and whittled down again at Lisbon-—is one which I believe, as long 
as that war persists in Indochina, and as long as the native armies 
out there are not built up to a point where they can take the load off 
the French Union Army and permit its retirement to Western Europe, 
it is going to leave the French in a position where, leaving out any 
question as to the volume of the external aid, that the economy of 
that country cannot indefinitely support that load. I just think it is 
an impossibility. And therefore I do not think we ought to have 
false hopes about France being, as a result of the great increase in the 
industrial production, in a position where it can carry on its present 
commitments without massive outside aid. 

I shall not get into the figures, because they will be given to you 
later, but of that I am profoundly convinced. 

(Discussion off the record.) 

Mr. Gary. We are very much obliged to you, Mr. Bruce. 

Mr. Bruce. Thank you very much. 
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W. JOHN KENNEY, DEPUTY DIRECTOR FOR MUTUAL SECURITY 

AMBASSADOR WILLIAM H. DRAPER, JR., UNITED STATES SPECIAL 
REPRESENTATIVE IN EUROPE 

HARLAN CLEVELAND, ASSISTANT DIRECTOR FOR EUROPE 


Mr. Gary. The committee will come to order. 
We will be very glad to hear at this time from the Deputy Director 
for Mutual Security, Mr. John W. Kenney. 


GENERAL STATEMENT 


Mr. Chairman, I would like to restrict myself to only those aspects 
of the Mutual Security Program that are under the supervision of the 
Mutual Security Agency. 

Mr. Harriman and Secretaries Acheson and Lovett have reported 
to you on the parts of the program which fall within their respective 
fields, and I would like to go over that portion of it that comes under 
the Mutual Sec urity Agency which is directly under my supervision. 

The great majority of the MSA funds are for defense support to 
provide Western Europe with raw materials and equipment required 
to carry out is defense build-up. Adequate defense support is neces- 
sary to enable the original NATO countries and Germany to carry 
out the plan of action agreed to at the Lisbon Conference of NATO. 
The remainder of the funds in title I are programed to support the 
defense efforts of Greece and Turkey, which were added to NATO 
at Lisbon; to further military objectives in Yugoslavia and Spain; 
and to provide economic aid to Austria. 

The Senate and House: conferees have made sharp cuts in this 
program, reducing by 30 percent the funds authorized to the Western 
European countries. These cuts will necessitate a scaling down of 
the European defense effort from the projected levels. They will 
make it impossible for the NATO countries to reach the Lisbon plan 
targets on schedule. By delaying the scheduled build-up of NATO 
forces, We are increasing seriously the dangers and risks inherent in 
this program. 

My first point is that the Lisbon agreement assumed that all of the 
partners, both European and American, would do their full share 
toward carrying out the force plan for 1952 and beyond. -Europe is 
providing the largest portion of the resources for that plan. The 
European members of NATO will supply most of the ground and air 
units for the SHAPE army. They are also providing the facilities 
for airfields, barracks, and communications systems, under joint 
financing arrangements, and a large and increasing proportion of the 
military equipment required for their forces. In addition to the 
American forces now assigned to Europe, the United States contribu- 
tion, as set forth in the original Mutual Security Program request for 
fiscal year 1953, contemplated that the United States would provide 
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about half of the equipment for the European divisions, together 
with the amount of defense support necessary to realize the European 
defense program on schedule. 

Sizable progress has already been made by Europe toward building 
up its defensive strength. The European countries are devoting each 
year a larger proportion of their total resources—their gross national 
product—to defense. European military budgets have almost doubled 
since 1950, and will increase further in 1953. The period of military 
service has been expanded. The number of men under arms has gone 
up steadily and is now greater for the NATO countries as a whole 
than in the prewar year 1938. The quality of equipment and training 
has improved markedly. As a significant measure of the military 
burden wich Europe is undertaking, let me call your attention to the 
fact that European tax receipts—not just nominal tax-rates, but actual 
receipts—on a percentage basis compare favorably with our own. 
This year France will collect an estimated 30.7 percent of its GNP 
in taxes; Great Britain will collect 35 percent, and the United States 
25.8 percent. Great progress has also been made in the economic and 
political integration of Western Europe by such institutions as the 
Schuman plan and the European Defense Community. 

MSA has estimated that the defense expenditures of the Lisbon plan 
countries and Germany would have to rise to about $13.9 billion in 
fiscal 1953 to carry out their share of the Lisbon program. The large 
cut in defense support agreed to by the House and Senate conferees, 
amounting to about 30 percent, will make it impossible for these 
countries to raise their defense efforts to this level. The defense 
expenditures of these countries are now projected by MSA at about 
$12.9 billion, a reduction of $1 billion from the original targets. This 
will inevitably mean a serious slippage in the goals agreed to at 
Lisbon, taking the form of smaller forces or less effective forces by the 
target dates. 

The military programs which the Europeans have undertaken are 
imposing a heavy and continuous strain on their economy. The $12.9 
billion of expenditures projected for next year will add to this strain. 
Take the example of the United Kingdom, which has the largest 
defense program of any of the NATO countries. Britain is producing 
large amounts of military equipment, including such items of proven 
military worth as the Centurion tank and the Canberra jet bomber. 
Because production of matériel falls heavily on industries which cus- 
tomarily produce a large share of British exports and dollar earnings, 
the United Kingdom is faced with aggravated problems in securing 
sufficient imports to prevent a dangerous deterioration of its economy 
while carrying out its defense program. Asa result, Britain has been 
suffering alarming losses in its reserve holdings of gold and dollars. 
These losses cannot continue without jeopardizing Britain’s whole 
defense program, 

As another example, France, with her economic structure damaged 
during the Second World War, has financed for the past 5 years a full- 
scale war against communism in Indochina. The Indochinese cam- 
paign, coupled with France’s NATO defense effort, have contributed 
to a serious inflationary situation. 

The key to the success of the European defense effort therefore 
lies in the strength of the European economy. If Europe can expand 
its productive base, it will be able to support the heavy military burdens 
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placed upon it. On the other hand, if Europe fails to maintain its 
economic strength, the present military plans either cannot be carried 
outzor else will create such severe economic and social dislocations as 
to undermine the objectives of the military build-up. These are 
lessons which we have learned from studying our own military 
strength. The military power of our country lies fundamentally in 
the enormous productive potential of the economy. Similarly, a 
larger military program for Europe can only be supported if the pro- 
ductive base does not crumble away. 

Maintaining the strength of Europe’s industrial capacity is essential 
not only to secure the largest possible contribution of effective military 
forces but also for the solution of the important maintenance problem 
which will arise once the period of capital build-up is completed. The 
annual costs of maintenance and repair of equipment can be as high 
as 25 percent of the initial cost of the equipment. If in future vears 
Europe is to pick up this large maintenance task without large-scale 
assistance for the United States, it will have to preserve and strengthen 
its industrial capacity. 

The defense support program plays a crucial part in this task of 
maintaining Europe’s productive base. Europe is essentially a large 
industrial workshop, which must import a substantial proportion of 
the raw materials for its machines and the food for its workers. There 
was a reasonable expectation that most countries of Western Europe, 
by the end of the Marshall plan, would be able to pay with their own 
earnings for their essential needs from the dollar area. 

As you all know, prior to Korea, the Marshall plan for Great 
Britain had been terminated. The invasion of South Korea changed 
this promising picture in two major respects. In the first place, the 
rapid pace of rearmament throughout the world bid up the prices of 
the raw materials and equipment which Europe must buy abroad. At 
the same time, Europe’s own rearmament program resulted in a 
diversion of labor and factories from production for exports to pro- 
duction for defense. This meant that Europe’s dollar earnings could 
no longer pay for all of the imports from the United States and other 
countries in the dollar area, which it requires to carry out its defense 
programs and maintain minimum essential civilian activities. 

That is why we must help with defense support to provide Europe 
with some of the imports she urgently needs and cannot pay for 
herself. Jigs and dies, aluminum and wheat are necessities of modern 
war just as shells and cruisers are. All of these goods contribute, 
directly or indirectly, to a stronger European defense program. Some 
defense support goes for raw materials such as copper and cotton 
which are used directly for the production in Europe of guns and 
planes and military uniforms. Some defense support supplies 
machine tools and equipment also used directly for military produc- 
tion. Other materials, such as coal, petroleum, and iron and steel 
products go into defense-related industries like steel, transportation, 
and power. These industries must increase their output at least as 
rapidly as the direct increases in defense production and military 
construction. A small part of the commodities, such as wheat for 
flour and bread, go directly into consumption. They also contribute 
to the NATO defense program by replacing the labor and resources 
which would otherwise have to be shifted from defense work to the 
production of food or to additional exports to pay for food imports. 
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Since European, soldiers are fed, clothed, and trained at lower cost 
than our own, it pays us in military terms to provide some of the 
wheat while Europe provides the soldiers and guns. 

Assistance under the defense support program is not the same as 
economic aid administered under the Marshall plan. The objectives 
of the two programs are different. In both cases we provide dollars 
to permit the procurement of specific commodities which the Euro- 
peans need, which they cannot pay for themselves, and which can be 
purchased only with dollars. But it is a case of using the same means 
to achieve entirely different ends. Under the Marshall plan, we 
assisted the economic recovery of the participating countries. Under 
the Mutual Security Program, our defense support assists the Euro- 
pean governments to carry out expanded defense efforts and every 
aspect of the projected military build-up will be affected by the level 
of United States defense support. 

Defense support has a multiplier effect on the economic base in 
Europe and thereby makes possible an increase in the European de- 
fense effort of several times the amount of defense support. Here are 
only two examples of how the multiplier works. In Denmark, the 
Copenhagen Ammunition Arsenal expanded its production of all kinds 
of ammunition. To do so it had to have some new machine tools, 
including about $100,000 of American tools financed by MSA. As a 
result, production of .30-caliber bullets alone increased from 5 million 
rounds in 1951 to an estimated 17 million rounds in 1952. In dollars- 
and-cents terms, $100,600 of defense support helped to make possible 
a yearly production increase valued at $460,000. In Norway, one 
of the northern iron mines was completely destroyed during the war. 
About $2 million of machinery and equipment from the United States 
will make possible production in 1952 of about 500,000 tons of iron-ore 
concentrate destined for the steel plants of Europe. The value of the 
iron-ore output will be $7% million, or almost four times the amount 
of defense support in this year alone. Taking into account direct and 
indirect economic effects, each dollar of defense support makes possible 
about $2.40 worth of military effort in Europe. 

The higher European military expenditures made possible by 
defense support go to strengthen all phases of the defense effort. They 
assist in the mobilization and training of troops and the construction 
of airfields and barracks as well as into the production of military 
equipment. As European defense programs expand, an increasing 
portion of the defense budgets can be used for the production of guns, 
tanks, ships, and planes, and for the maintenance of American-supplied 
equipment. Defense support makes its largest contribution in this 
category, but it is essential to all parts of the military build-up. 

Unfortunately, the multiplier effect of defense support works both 
ways. With a cut in defense support, the loss of essential raw mate- 
rials, commodities, and equipment means a severalfold reduction in 
European production and consequently, in the amount of resources 
which can be devoted to defense. As a result of the cut of close to 
30 percent made by the House and Senate conferees, we estimate that 
the defense effort of the Lisbon plan countries and Germany will have 
to be scaled down by about $1 billion. A reduction of this magnitude 
will obviously have very serious consequences for the build-up of 
effective defense forces in Western Europe. The cuts made in the 
defense support program will also make it more difficult for Greece and 
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Turkey, whose sizable forces now protect the southern flank of the 
NATO army, to carry out their military programs. They will reduce 
the funds programed for Yugoslavia under the tripartite agreement 
with Great Britain and France, and mean less economic aid to support 
our important objectives in Austria. 

What will this reduction in European defense budgets as a result 
of the 30 percent cut in defense support mean in terms of the size and 
phasing of Europe’s contribution of troops and equipment to the 
Mutual Defense Program? This can only be measured precisely after 
a complete reassessment of our defensive strategy in the light of the 
reduced availabilities, including the smaller amounts of United States 
end-items which Congress has authorized. One thing which is clear, 
however, is that Europe will be unable to carry out the future build- 
up planned at Lisbon. The full measure of the slippage, and the 
precise forms that it will take, whether a smaller number of combat 
units, less effective units, or both, will only be apparent when the 
reprograming process is completed. 

Turning now to Southeast Asia, we find that Communist aggression 
is an actuality, with a shooting war under way in Indochina, with 
Communist-direct insurgency and banditry in other countries of that 
area. Military assistance is needed. But the mutual defense efforts 
we are carrying on there require economic support. In the first place, 
it is necessary to supply ‘“‘common-use” imports in direct support of 
the military end-items which the MDA program is furnishing to 
Formosa and Indochina. Secondly, the rebuilding and strengthening 
of port facilities, road systems, power facilities, and the like is as 
vital for defense purposes in all of these countries as it is for the 
improvement of their economic efficiency in general. Thirdly, with- 
out extensive commodity support, in Formosa in particular, the 
pressure of military expenditures could cause such explosive inflation 
as to undermine the whole basis for stability and strength. Finally, 
without a reasonable measure of technical and economic aid to help 
improve living conditions for the people in this area, our military 
assistance efforts might well fail completely—indeed, they could 
even make the road easier for Communist subversion or Communist 
political victories. 

It is our aim not only to provide direct support to the military in 
the form of ‘‘common-use”’ items, where needed, but also to assist 
these countries in establishing strong, stable governments, in repairing 
the ravages of war, and in initiating a process of real economic im- 
provement. Put briefly, our purpose is to help them build the 
economic foundations of their existence as independent nations. 

I need hardly add that the general area of southeast Asia is of great 
importance to the United States, by reason of its strategic location 
from the standpoint of security and mutual defense, its export surplus 
of the great food staple, rice, and its resources of raw materials the 
free world urgently needs—tin, natural rubber, petroleum, copra, Ma- 
nila hemp, bauxite, manganese, tungsten, cobalt, to name but a few. 

What are the effects, as we see them, of the 12.6 percent cut imposed 
by the Conference Committee upon funds for Southeast Asia country 
programs that will remain a responsibility of MSA? In our judgment, 
the cut is dangerous on economic grounds in Formosa, and sharing in 
this cut could also cause real difficulty for our programs in Thailand 
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and the Philippines. Moreover, the parallel reduction in the ‘“‘com- 
mon-use’”’ imports for Indochina and Formosa appears distinctly 
risky also. 

Under a cut of this magnitude, a large part of the readjustment 
must necessarily fall on the program in Formosa. Yet any material 
curtailment in the program, of supplying needed commodities to that 
heavily garrisoned island could well bring on a disastrous inflation that 
would nullify our entire effort to maintain stability and hold the line 
against Communist aggression at that crucial point. Cutting the 
commodity support to Formosa at this time is playing with fire. 

I firmly believe that the Mutual Security Program is a sound 
investment which will promote the security interests of the United 
States and those of the free world. The cuts already made in the 
program have added seriously to the risk that our jomt defenses in 
Western Europe will not be built sufficiently rapidly to deter aggres- 
sion or to resist it successfully if it occurs. The program before you is 
an economical one. The margin of resources from United States 
enables our allies throughout the world to devote much larger: re- 
sources of their own to the common defense. This is buying military 
defense at the cheapest possible price. I urge you, therefore, to give 
your approval to this program in its present form 


THREAT OF WAR 


Mr. Gary. Mr. Kenney, you evidently do not think that the threat 
of war has sufficiently subsided to justify a further stretching out of 
the program? 

Mr. Kenney. I do not. I think all the evidence is that this is a 
most important period of time. We have been very fortunate, and 
a great step forward was made at Bonn and Paris when the contractual 
agreements were signed with Germany and the establishment of the 
European Defense Community agreed upon. As a result of that we 
have seen the uprising that has occurred in Berlin. I would say the 
stresses are as great today as they have ever been. 

(Discussion off the record.) 

Mr. Wiacieswortu. Mr. Chairman, I have a good many questions 
to ask some time. I do not know what the program is. We have 
been receiving a lot of opinions in the form of general statements, but 
we have not yet had the evidence upon which those statements are 
based. I do not know just what your program is. 

Mr. Gary. The program is that we will complete the general state- 
ments today and go into the detailed items tomorrow morning and take 
up each program item by item. 

Mr. Wiacieswortn. Who is going to handle the economic aid in 
detail and who is going to handle the military aid in detail? 

Mr. Kenney. The detailed presentation of the figures on which 
these programs are based will be given with respect to the military 
aspect of the program by General Olmsted and the economic aspect 
by Mr. Cleveland, and there will also be present during that testimony 
Mr. Martin, of the State Department. It is our plan to present to 
you a complete detailed statement of all the facts and figures, Mr. 

Jigglesworth, on which these general statements are based. 
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OFF-SHORE PROCUREMENT 


Mr. WiageLtesworrn. Are you a believer in off-shore procurement 
or not? 

Mr. Kenney. I am. 

Mr. WicG.iesworru. | notice that you have been stressing the 
importance of so-called defense support which I assume would lead to 
the conclusion that the maximum off-shore procurement that can be 
brought about is desirable from our standpoint and from the stand- 
point of the free world as a whole. 

Mr. Kenney. It is one way in which you can build the productive 
base of Europe which will permit these countries to procure within 
their own borders, and with their own funds the necessary material 
to maintain their own military forces. 

Mr. WieGLeswortn. To make them self-sufficient in minimum 
time? 

Mr. Kenney. That is the objective of the program. 

Mr. WieGLteswortH. What amount of offshore procurement do you 
picture for the fiscal year 1953? 

Mr. Kenney. The responsibility for offshore procurement is pri- 
marily the responsibility of the Defense Department. It is my 
understanding that they have programed something in the neighbor- 
hood of $1 billion for the fiscal year 1953. 

General Otmsrep. That is our hope. 

Mr. WiacLteswortu. Why does not that play into your picture 
under so-called defense support? 

Mr. Kenney. It does very definitely. It is one of the things that 
is taken into account in making our defense-support figure as low as 
it is. 

Mr. Wiaaieswortnu. I was not quite elear as to your previous 
statement, that offshore procurement was primarily something for 
the military to deal with. 

Mr. Kenney. The responsibility for making purchases, because 
they are buying military equipment, has been placed in the Depart- 
ment of Defense. Now, in order to find out whether or not military 
equipment could be purchased overseas requires the answer to a great 
many military questions, but the total amount of that program is 
quite definitely a matter of great interest to us, and one we must take 
into consideration in computing what we consider the amount of funds 
required in the form of defense support. 

Mr. WicGieswortu. Will there be subsequent witnesses in a 
position to tell us all the factors that have been taken into considera- 
tion in arriving at the over-all figures? 

Mr. Kenney. There will be, sir. 

Mr. Wiaeieswortnu. And will they be in a position to present us 
with tabular information, both as to military and economic aid 
contemplated? 

Mr. Kenney. They will have tabular information broken down 
country by country on both aspects of the program, the military and 
the defense support aspects. 

Mr. Wiaaieswortu. I do not think, under the circumstances, Mr; 
Chairman that I care to ask Mr. Kenney any questions. 
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The thing that I am primarily interested in is the specific figures 
and not the conclusions, and if we are going to get those figures later 
think that I will defer my questioning until then. 


DISTINCTION BETWEEN ECONOMIC AID AND DEFENSE SUPPORT 


Mr. CLevenaer. I confess that I am slightly confused between the 
difference in economic aid and defense support. We have seen lend- 
lease slip into UNRRA and UNRRA into Marshall plan and Marshall 
plan into ECA, and now for the same old excuse we are slipping into 
defense support as a name for it. What is the difference? 

Mr. Kenney. There is a great difference, Mr. Clevenger, between 
the two. ‘The Marshall plan was a plan which was to revive the eco- 
nomic stability of the participating countries in Europe. The defense 
support program is one which is designed solely for the purpose of 
building up the military efforts of these countries. If you have a 
plant that is capable of producing military equipment but does not 
have the necessary machine tools, defense support provides the funds 
to buy the machine tools. 

Now, true, under the Marshall plan program, you bought machine 
tools, but those machine tools you bought were for generally improving 
the economic stability of the country and bore no relationship what- 
soever to the military potentialities of that country. 

Mr. Cievenaer. This is not the only agency where we have seen 
this change of name taking place. You know in 1945 at the close of 
the war we had some 89 divisions, did we not, in the field fully equip- 
ped, and we had in my own district, and in practically every other 
district in the country, great arse ‘nals of supplies of military equip- 
ment. We began to dispose of that in some mysterious fashion. The 
other day | could reeall four agencies that disposed of it, so I asked 
the Library of Congress to give me the names of them and tbe date of 
the creation of these agencies that disposed of surplus Government 
property and | found that there were five. There was one that 1 
missed, the present one. 

It seems to me that the American people have a right to be just a 
little bit eagey about these new names for old things. Many of the 
people today cannot understand it, and I cannot understand where 
all the artillery and the ammunition went. You cannot blame the 
American people for being sort of cagey about accepting this at face 
value. 

Here is another thing that puzzles me, why $85 billion is such a 
trifle applied to the United States and $1 billion that vou attempt to 
save becomes a mountain when vou attempt to save it. 

The figures that you have us here of 25.8 percent for America 
I do not understand. 


VALUE OF GROSS NATIONAL PRODUCT OF FRANCE 


Now, just what do vou figure the French gross national product is? 

Mr. CLevenann. The French gross national product was around 
$35 billion. 

Mr. CLevencer. Now, we have less than four times as many people; 
do we not? They have about 45 million and we have slightly over 
three and one-half times that number. We just slip into these figures 
so easily. What is our gross national product? 























267 





Mr. CLEVELAND. Around $320 billion. 

Mr. CLevenGer. You cannot make that as a hard and fast propo- 
sition. That is just a big tent drawn over the whole proposition. 
You magnify our earnings and diminish the earnings of the Europeans 
in the same way. Ido not know whether you do it by the difference 
in the value of the money or not. 

Mr. Kenney. That is merely an attempt on our part to show a great 
deal is being done by these people over there in what we would call 
mutual defense. The gross national product is the money that they 
have in the bank and they are spending that portion of it for military 
efforts, and they cannot spend more than they have. 

Mr. CLeveNGER. France over the centuries has been through the 
wringer several times. A Frenchman does not always put his money 
in a bank. At the time of the French Revolution France went 
through the wringer until money became so worthless that they 
burned it in the street; yet in 6 months Napoleon got the money out 
of the socks of the French peasants and put them on a hard- -money 
basis. 

This morning it was interesting to hear from the Ambassador to 
France telling us again about the latent strength of the French 
peasant, that he holds onto his money. I am glad he does, because 
if he did not have the faculty of saving something France would be 
absolutely prostrate and helpless, and because her peasantry and the 
French women are good bankers and take care of their money, they 
always have something in the ‘“‘sock’’ when you give them a little 
stability to come back on. They are wonderful people. You fellows, 
I am afraid, have lost sight of what you are piling on the American 
people, my ‘people, the people who ask me when I go home—How 
much do you think we can stand? You know what we appropriated 
last year to operate this Government? It was something in excess 
of $102 billion counting these last emergency appropriations for de- 
ficiencies. We will probably appropriate that much money this yea1 
by the time the fiscal year ends. How long can we go piling this 
upon the American economy? Do you fellows ever take a look back 
home to see how important $1 billion might be, or do you not? 

Mr. Kenney. I certainly do, and it is because taxes are high that 
I support this program, because in this program you are not receiving 
the $1 billion worth of goods; you are receiving many times that in 
the point of view of the increased efforts by the European people in 
the goods they produce, which are for our mutual defense. 

Mr. Ctevencer. The reason that the name of this was changed 
from Economic Aid is because of the unwise expenditure of American 
money for the economic aid that is just now becoming known to the 
American people, and of course I do not blame you for changing it. 

Mr. Kenney. It has been changed because it is a different thing, 
Mr. Clevenger. 

Mr. Cievencer. It is a new label on an old bottle. 

Mr. Kenney. The bottle has an entirely different product inside it. 

Mr. CLtevencrr. We hope. I want to tell you I sometimes wonder 
if you planners ever wonder how you have to raise all that money. 
You have in the United States 6,500,000 agricultural people that are 
living in poor homes, with a lower standard of living than any like 
agricultural people you can find in Western Europe, living in poorer 
houses and with fewer facilities and fewer of the niceties of life, right 
here in the southeastern part of the United States. 
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Mr. Kenney. That makes the contribution these people are making 
over there even greater, really. 

Mr. CLievencer. When I was over there traveling through those 
countries with the Herter committee at the time that we were dream- 
ing up this Marshall plan to take them out of the throes of despond- 
ency, we had people over there showing what a millionaire country 
the United States was. Yet from my long experience on the Agricul- 
tural Committee I could not find anybody over there that was living 
like the people in the mountains in our own country, and yet down 
there in the mountains they volunteer and give their sons and every- 
thing they have to whatever war we get into. Somehow or other it 
reminds me of a little boy who came into my house one time with the 
most horrendous mask on I had ever seen, and when he walked into 
my place he evidently had not seen himself at full length. He got so 
frightened that he went into hysterics. I took him up in my arms 
and IT thought his heart would burst right out of his ribs. He was 
afraid of his own masquerade, and I wonder if we have not become a 
good deal that way in this country. 

For the last 3 or 4 years we have spent every cent that we could 
get for the Army. It looks to me like we are stampeding ourselves at 
a time when we need the coolest heads we can find. I do not know 
which one of you fellows is right, whether the war is coming right now 
or not. I do not think it is because I do not believe that Russia is in 
a position economically to take advantage of our weakness right now. 
I pray that she is not. But I sometimes wonder who does the planning 
for us and who makes this horrendous foreign policy, if you can call 
it a foreign policy, that we have in this country. 

If ever in our lives we needed a sharp foreign policy that you could 
put down on one sheet of paper and mean every word of it, we need 
it right now, so that everybody in the world would know where they 
could go, and if they went somewhere else what would happen to 
them. Under this policy no one knows. We are in Korea because 
someone did not think. I know that we had around 5 million men, 
or close to it, out of employment at that time, and now an additional 
2,000,000 are wearing uniforms. I also know that the deficit has 
piled up since the last fiscal year and I find that people do not want 
to buy our bonds. The vein is open and we must slowly bleed, possibly 
not to death, but we will have to keep on bleeding with no hope of 
victory. 

I do not want to get into any more Koreas. I do not want them 
in Asia or in Europe. 

Mr. Kenney. I do not want to get into any more wars anywhere, 
and that is why I say that we are doing the best thing in the world 
we can to prevent that war, and we are surrounding ourselves with 
allies that are strong so it will not be the sole prerogative of the 
American youth to go out and get killed. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Couprrr. May I ask the gentleman a question? 

Mr. Gary. Yes, if Mr. Clevenger is through. 
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SOUND FINANCING OF EUROPEAN ALLIES 


Mr. Couprrt. Is it or is it not the policy of MSA and the American 
representatives at this time—and that goes for you, Mr. Draper—to 
encourage balanced budgets and sound financing among our European 
allies? 

Mr. Kenney. It certainly is. 

Mr. Couperrr. In other words, you are discouraging deficit financ- 
ing. I take it, in other words, you and your colleagues agree with the 
remark of General Eisenhower in his press conference of Saturday at 
New York in which he said: 

As it stands now this is what I believe: First of all, I would eliminate deficits, 
because I believe deficits are the most dangerous thing right now that we can have 
in a time like this, 

Is that the foundation of our policy in dealing with our friends in 
Europe in the matter of developing defense and of cooperating on 
expenses? 

Mr. Kenney. It certainly has been our policy in all the countries 
of Western Europe to get their economies on a sound and stable basis, 
because otherwise you are apt to have runaway inflation and things 
of that kind, which may defeat the very things vou are trying to do. 
We are constantly working at that. 

Mr. Couperr. Well, then, do vou think that we in Congress are 
out of line when we think in terms of presenting a sound national 
finance at home and avoiding deficit financing? 

Mr. Kenney. [ certainly cannot disagree with you on that. 

Mr. Couprerr. And do you agree with the observations contained 
in the Harriman committee report of 1947 that foreign aid must be 
financed out of taxes and not out of deficits? 

Off the record. 

(Discussion off the record.) 

Mr. Couprrt. Is that a sound statement of position with respect 
to foreign aid, particularly where we are faced with a curious coin- 
cidence that the practical deficit in prospect for 1953 is almost pre- 
cisely the amount of the foreign-aid spending program of $10 billion 
plus? 

Off the record. 

(isecussion off the record.) 

Mr. Kenney. You are speakiag of over a period of vears? 

Mr. Covuperr. I am talking right now about this year. Read it 
back, please, Mr. Reporter. 

(Record read by reporter.) 

Mr. Covuperr. In other words, should we not increase taxes at 
once in order to pay for that budget and balance the budget with $10 
billion more income? 

Mr. Kenney. | am in no position to appear before you as an 
authority on taxes. All [am trying to point out to vou is that this is a 
desirable progrim in the light of all the objectives we wish to obtain. 
This is obtaining defense and security for the smallest amount of 
money. 

We have to evaluate a great many things when we arrive at what is 
the desired result. I do not think you ean say because the budget is 
out of balance by this amount that, therefore, that whole amount 
comes out of this program. 
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Mr. Couprert. Now, Mr. Kenney, you and Mr. Draper and Mr. 
Harriman are in charge of a phase of our national program, a phase 
which represents one-eighth of the total projected spending for 1953. 
Those of us who sit on this side of the table are responsible for the 
entire $85 billion or $89 billion or $100 billion of the spending budget. 
Do you question for a moment our duty to consider your requests 
and your proposed spending program in the light of the total expendi- 
tures of the budget and General Eisenhower’s statement that mainte- 
nance of national solvency is just as important as the preservation 
of our physical boundaries? 

Mr. Kenney. I would be the first one to say, Mr. Coudert, that 
you have to look at this program and into all the details of it. It is 
certainly your obligation. You should look at it in the light of all 
your other responsibilities. That to me, is perfectly obvious. 

Mr. Coupert. In the light of other conficting demands for the 
American dollar. You agree to that? 

Mr. Kenney. That is correct. 


TAXATION TO BALANCE BUDGET 


Mr. Draper. I do, too; and I would answer a flat “‘Yes,”’ to your 
tax question. 

Mr. Couprerr. You would answer flatly “Yes” to the tax question? 
Mr. Drapsr. Yes, sir. 

Mr. Couprrr. That is the problem we are confronted with, which 
no easy problem. 

Mr. Draper. I might add this, though it is not my turn to talk. 
Mr. Kennepy. Go ahead. 

Mr. Draper. So far as this program is concerned, it is a capital 
build-up program in the military sense of tanks and planes and guns, 
both for us and for our allies. During a capital build-up period, 
depending on an evaluation of the threat, there is reason or there is 
argument, at least for during a short period of time—if it is going to 
be a short period—for that build-up to be made. _ If it is not possible— 
and I am not saying that it is not possible-—to balance the budget in 
view of that, the rest of the budget must be considered. I still would 
answer “Yes” to your question. 

Mr. Covuprrr. Your answer ‘Yes’? would be that you would raise 
taxes to pay it. Well, now, would your reasoning and your conclusion 
not also apply to the same extent to France, Great Britain, Italy 
and our other European allies; to wit, that they should not incur 
deficits for the effectuation of the proposed Lisbon program? 

Mr. Drarer. | would, with the same reservation that I have made, 
that in time of war you and I would both agree that we would not be 
able and any one of those countries would not be able to finance the 
entire cost with taxes. To a degree we are at war now. It is a 
different type. We are trying to prevent war. It is a cold war. I 
do not mean a fighting war, except in Korea. 

We are trying to build up a military potential, a defense potential 
in a short period of years sufficient to prevent the very war we are 
talking about. There is certainly some reason, if necessary, during a 
short period like that, if the only way we can make that military 
buildup is by incurring a certain manageable deficit, to do so, if that 
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is the only alternative to not building it up; thus preventing or being 
able to meet the threat of war. 

Mr. Coupert. Mr. Draper, in your thinking and the thinking of 
your colleagues who have lived with this European problem so closely 
for years—— 

Mr. Drarer. Well, I have been living with it, but I have only been 
in the program for less than a year. 


DURATION OF AID PROGRAM 


Mr. Covupert. Are we correctly advised by some of our top officials 
in Washington that we are to think in terms of a long pull, to the estab- 
lishment of a program we can safely carry economically over a period 
of years? 

Mr. Draper. I think the answer to that is probably on the other 
side of the iron curtain. I believe that once we have succeeded, as 
we and our associates have succeeded in putting ourselves in a defense 
posture which is sufficient to discourage an adventure, that the cost of 
maintenance and the cost of maintaining that posture will be suffi- 
ciently less so that the problem you pose today will not be the problem 
that it is today. 

Mr. Couprert. Do you mean by that, Mr. Draper, that if Congress 
votes the entire program which you are requesting for the new year 
and permits the $10 billion spending program to stay unchanged that 
by the time those two expenditure programs have been fully completed 
we will be in a position, in effect, where we are secure against Soviet 
or other foreign attack and can very substantially cut back our 
program? 

Mr. Draper. No, I did not say that. I did not end it with this 
year because of the Lisbon agreement and the military programing 
and the plans, which will not conclude with this year or even with the 
end item deliveries that are financed with this year’s program. 

Mr. Coupert. Is it not a fact that the program does not conclude 
with any year program and that we are dealing with an indefinite 
program, and that you programers are not thinking of more than a 
year ahead? 

Mr. Draper. I have not programed it personally, so that I am not 
one of those who made the program, except that now I am partici- 
pating as the American member of the North Atlantic Council in the 
beginning of the annual review of the program for next year for all of 
our countries. 

Mr. Covuprert. Are the American people not entitled to know 
whether we are engaged in a mobilization with a view to all-out war 
within a relatively short time, or whether we are, in fact, as so many 
of our top-level people persist in telling us on radio and television and 
in the newspapers, engaged in a long period of tension, and must gear 
our program so that we can safely carry it economically over a period 
of years? Which is the answer? We have to decide. We here on 
this side of the table have to make an assumption, because you cannot 
reach conclusions without major premises. 

Mr. Draper. The question, so far as mobilization toward war is 
concerned, is not my view at all of what our policy is. The question 
of whether a war will be forced on us lies in other hands. 
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I see no alternative, myself, with the threat that does exist and 
with the mobilization and the production of arms and armies that is 
going 0a on the other side, as evidenced by the fact that they did 
launch the attack in Korea. It shows their willingness where neces- 
sary, in behalf of their policy, to go to armed conflict. I see no alter- 
native but for us to build up sufficient armed strength, and to en- 
deavor to assist our allies to do the same, to prevent that attack and 
to put ourselves in a place so that we do protect our security as much 
as possible. 

Mr. Gary. Mr. Draper, is it not true that we are engaged in a 
mobilization to prevent war, rather than a mobilization to wage war? 

Mr. Draver. Absolutely. I have never heard any comment from 
any Government official to the contrary, in all the secret Army dis- 
cussions, or political discussions that I have personally participated 
in since the end of the war. 

Mr. Covupertr. Well, now, we have two highly intelligent and 
reputable and experienced and distinguished gentlemen before us 
today, Mr. Chairman, and I would just be very happy if we could 
really settle one or two of these very fundamental questions. We 
are all agreed on that general principle, Mr. Draper. 

Mr. Draper. I know. 

Mr. Couprerr. That does not answer any of our specific questions. 

Mr. Draper. I know your objective and ours is the same. 

Mr. CoupEerr. Our objectives are precisely the same. It is a 
question solely of approach. 

Mr. Drarrr. How do you do it and how far do you go? 

Mr. Couprrr. How far do you go? 

Mr. Draper. Right. 


LIMITATIONS OF FINANCIAL CAPACITY 


Mr. Couper. This is preliminary to the question. We are con- 
fronted with the premise that we are probably engaged in a long 
pull. If we were planning to meet armed attack within the next 
year or two we would mobilize fully and have 12 million men under 
arms, presumably. We are not. Therefore, is it not elementary 
that our program must be carried on within the limits of our financial 
capacitv? That is correct, is it not? 

Mr. Draper. Certainly. 

Mr. Covprrr. Do you question that, Mr. Kenney? 

Mr. Kenney. No; I do not. 

Mr. Covuperr. Is it not further a fact that our economic capacity 
is measured by our tax revenue over a period of 2 or 3 years, at least? 
Are we agreed on that? 

Mr. Draper. Over a period; yes. 

Mr. Kenney. Over a period of years. 

Mr. Covupert. Is it not a further fact that every responsible official 
in the Congress at least—I will not say the President—has declared 
categorically that he will not support any additional tax increases? 
I think that is unquestioned on the record. 

Now, if there is no tax increase and no increase in tax revenues, 
is it not a fact, then, that the maximum capacity of the United States 
to carry any kind of a program without jeopardizing its national 
solvency is measured by its tax revenue? 
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r. Draper. No. You are asking us to make the decision for 
Congress. 

Mr. Couprertr. No; I am not asking you to make a decision. I am 
asking you whether that is not sound on the general principle, because 
you both have stated you agreed that national solvency was just as 
important as General Eisenhower said it should be. 

Mr. Draper. That is right. 

Mr. Covprertr. And national solvency is measured by national 
income. 

Mr. Kenney. I think that has to be taken over a period of years. 
I think you have to balance a number of things on the seale and 
decide whether or not this particular year, because of the military 
tension which exists, you may not consider it desirable. 

Mr. Couperr. How long will you run deficits, Mr. Kenney, to 
support this program? This vear and next year and the year after? 

Mr. Kenney. I do not think anyone can answer that categorically. 
I think that has to depend upon the increasing pressures that arise. 
Tell me next year what the Soviet Union is going to do. 

Mr. Gary. Well, Mr. Kenney, do you hot have to give some little 
thought as to the consequences which might follow if you do not 
appropriate this money? 

Mr. Kenney. That is correct, Mr. Chairman. 

Mr. Couprrt. On that same subject of deficits, Mr. Chairman, 
is it not a fact that if Congress adopts the President’s budget requests 
for new obligational authority for this year it insures at least 3 vears 
of very large deficits? To facilitate your answer, let me remind you 
that the spending program for 1953 is in excess of $85 billion. ‘The 
new requested obligational authority is $85 billion, and I believe, 
Mr. Chairman, that the estimated carry-overs into the end of 1954 
are in the neighborhood of $100 billion. So I think we can safely say, 
Mr. Chairman, may we not, that if we accept all of the proposals for 
this year we are in effect committing ourselves to three $85 billion 
years, which means without tax increases we will be running a $14 
billion administrative deficit per annum. 

Do you gentlemen happen to know or care to confirm my statements 
of fact on that? 

Mr. Draper. I do not know them. 

Mr. Kenney. | just do not know. 

Mr. Couprrr. Assuming that to be the fact, do you no think that 
the Congress is pretty well justified in considering these requests for 
this year in the light of that background? 

Mr. Draper. I do think you have to consider the alternative, too. 
The alternative and the effect on the European partners in this venture 
and the importance of the build-up militarily and the effect on Stalin 
should be considered. 

Mr. Couprerr. Will acceptance of these budget requests insure the 
security of Western Europe? 

Mr. Draper. I cannot say that categorically, but I can say that in 
my judgment I think that any severe reduction in them does jeopard- 
ize our security. 1 really believe that 

Mr. Covuprrr. Will acceptance of your program this year and next 
year, assuming it is the same ge ‘neral figure, insure security for Wes- 
tern Europe? 

Mr. Draper. How can anyone answer that? 
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Mr. Couprrr. Exactly. No one can answer it. At best it is a 
sanctified guess, no matter who answers it. 

Mr. Kenney. It is not asanctified guess. It is a guess based upon 
the best military evaluation that we can get from our military per- 
sonnel, a great many extremely able and extremely competent men 
who have worked on it and studied it over a long period of time. 

I think General Bradley, when asked how many divisions they 
should keep in Europe for a period of time, said: 

I would much prefer to keep a half dozen divisions there for a few years than 
to send 60 or 80 divisions there to fight a war. 

Mr. Covuprrr. Do you remember when General Bradley said that 
$15 billion was a maximum budget, and it would be foolish to ask for 
any more? I think that was only 2 years ago. 

Mr. Draper. That was before Korea. 

Mr. Kenney. That was before Korea. That was on the budget 
of 1947, I believe, and the conditions of the world at that time were 
considerably different from what they are today. A lot of things have 
happaned since then. 

Mr. Couperr. Off the record. 

(Discussion off the record.) 

Mr. Couvrerr. Thank you. 

Mr. Draper. I know we are all working together on a common 
problem here, and it is a matter of judgment. 

Mr. Kenney. Yes. 

Mr. Couperr. Off the record. 

(Discussion off the record.) 

Mr. Gary. Mr. Draper, do you want to make any further state- 
ment? 

Mr. Draper. I have no prepared statement, sir, but I thought the 
committee might be interested in hearing a little bit about what I 
have seen over on the other side in the past 6 months. 


GENERAL STATEMENT BY MR. DRAPER 


I had anticipated, when I retired as Under Secretary of the Army 
in 1949, not coming back in Government service; but last December, 
when I was asked to take this jobas United States special represent- 
ative, which was intended to work out a regional organization in 
Europe and coordinate and combine the defense angles, the political 
angles and the economic angles, to try to coordinate our policies in 
those three fields, I felt with the threat that there was to our country 
and I believe it is the greatest threat we have ever faced in our 
history—that I could not refuse. 

I went over in January. We are set up in Paris now with a deputy 
on the economic side, who administers the MSA part of the program; 
a deputy on the political side, assisting as a member of the North 
Atlantic Council in the political matters; and a deputy on the defense 
side, who coordinates matters such as offshore procurement, which 
was mentioned, or the end-item program, and who works with our 
military authorities in that connection on the air bases and various 
other matters of construction and military significance. 

I believe, from seeing the picture develop during this 6 months, 
that the objectives which we have in mind or which I believe our 
country has in mind are moving very rapidly forward. A few weeks 
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prior to Lisbon, while I was in the midst of the negotiations which 
preceded that, it looked very doubtful whether or not real agreement 
could be reached there. There were many problems to be overcome. 
One by one they were gotten out of the way, particularly the problem 
which came up when the Saar was introduced by the French, and the 
Germans retaliated by saying they would have nothing to do with it, 
would have nothing to do with the European Army unless they were 
assured of membership in NATO rather than just the European 
Defense Community. 

Almost no one over there felt that the Parliaments in France or 
Germany, who had to approve in principle the European Defense 
Community before Lisbon could agree on it in principle, would do it 
in time. In spite of that, what I believe is a general feeling on the 
part of the people in France and the people in Germany, that the 
threat from the east is such that only integration on the western side 
of the Elbe could mean success, resulted in both those Parliaments 
passing that, just a few days before Lisbon. 

Lisbon meant two or three things that for the first time were ac- 
complished. Each of these 12 countries—-and it became 14 there, 
beeause Turkey and Greece were voted membership—agreed to ac- 
cept the same goal in their military expenditures and military forces. 
Further, they agreed to a program of splitting the cost of what is 
called the infrastructure program, the air bases and headquarters, 
among them, which is a difficult international problem. They made 
that largely with the help of Mr. Lovett in his capacity, and they did 
a splendid job on that. 

Third, they agreed to reorganize NATO, the North Atlantic Treaty 
Organization, in order to have an executive. Before that it had been 
a debating society largely. There had been a Council of Deputies 
in London, with economic and financial organizations in Paris, and 
from time to time they would call a meeting at Rome or Ottawa or 
Lisbon and the Foreign Ministers and Finance Ministers and Defense 
Ministers would debate the problems which came up, make decisions, 
and go home. 

The decision was made to have a Secretary General and an inter- 
national staff, and to form a Council of Deputies on a higher level, 
and call it the North Atlantic Council, and move all the organizations 
to one city, to Paris; and our reorganization on the American side 
has been comparable to that, trying to coordinate our several interests 
in Europe in a regional! office. 


PROGRESS BEING MADE 


Now, since Lisbon, from everything I have seen—and I have been 
to nearly every one of these countries in that 4 or 5 months—we are 
making headway and are making measurable progress, which is 
necessary to mect those goals by the end of this year. 1 think that 
is tremendous progress. 

Second, SHAPE, which is the military headquarters over this past 
vear—and it has only been organized a year—has established a going- 
concern organization which is tremendously helpful and which is 
recognized by these countries for military guidance. The last 2 
months have been largely devoted to negotiations in Bonn on the 
contractual agreement. in which Mr. McCloy made an outstanding 
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contribution for several weeks. He and the British and the French 
High Commissioners and the Chancelor of Germany were meeting 
almost daily, often until 2 or 5 in the morning on very difficult prob- 
lems. 

At the same time, these six countries which were going to take 
part if the agreement was signed and ratified, and the European 
army, the European Defense Community, formed, were ironing out 
other problems. That was initialed despite a lot of pessimism about 
it, and then last Tuesday, or 2 weeks ago Tuesday, the Bonn agree- 
ment was signed and the Paris agreement of the European Army 
was signed. 

I sat twice a week in the Atlantic Council and heard the 14 mem- 
bers from these countries discuss these problems, and saw it signed, 
and participated in some of the negotiations in Brussels and in The 
Hague and in London in connection with it, so that I have had the 
opportunity to hear it first hand, as to the impressions and the 
opinions of the Prime Ministers and the Defense Ministers and the 
Finance Ministers and the military. 

The one conclusion that I have drawn from this—and I believe it 
is the reason that despite difficulties these various agreement have 
come to fruition—is that, as I see it, these 14 countries have finally 
achieved a common objective. I believe it is the same objective we 
have, which is to find a way through strength, economic and political 
but primarily military, to prevent a war. On that basis of these 
agreements, difficult as they are for this country or that one—some of 
them have national prejudices against parts of this arrangement or 
parts of another—when the time came and when it was right up 
against the gun, one side or the other gave way enough to permit the 
agreement. 

I do not believe the United States has had a situation of that kind, 
where we have partners whose basic objective I think is the same as 
ours working together trying to work out a military defense force 
which is in a parallel contribution of a lot of countries but is meshed, 
organized and commanded as_a force in peacetime. I do not be- 
lieve it has ever happened before. 


MILITARY CONTRIBUTION OF UNITED STATES 


Mr. Couprerr. Mr. Draper, what is the percentage of the American 
military contribution to the proposed NATO standing-ready force? 

Mr. Draper. At the present time we have six divisions in Germany. 

Mr. Couprerr. What percentage is that to the standing force? I 
do not refer to the reserves, but to the immediate force on the line. 
If you can give that, what is it? 

Mr. Draper. Perhaps I should take it off the record. 

(Discussion off the record.) 


EFFECT OF REDUCTION IN AUTHORIZATION 


Mr. Drarer. As I see this problem over there, sitting in the Council 
discussion, these problems such as we discuss in Paris with the 13 other 
countries, starting as we are now on the annual review for all the 
countries, to try to come to some firm goal for next vear, represent 
a problem of what each country is going to contribute in men and 
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production and budget, and is something that all of us have to partici- 
pate in over there in the next few months to come to an agreement 
about. 

In looking at our appropriations and our part of the program and 
our bearing our share of the commitments or agreements, it is a matter 
which has a very distinct bearing on what each of the others is likely 
to do or will do or can do. 

When the Senate Foreign Relations Committee lopped the $1 
billion off, I did not make any statement, and I did not make any 
protest. That was a 10- or 12-percent adjustment in the program. 
While certainly that would have meant a serious reduction, in what 
we could do, I do not think anyone can say that a 10-percent change 
in any big program cannot be adjusted in some way. 

But this reduction that has now been made in the authorized appro- 
priation of some 17 percent—what is it? Thirty percent of the de- 
fense support and 17 percent in the other, making it an average of 
about 20 percent. That cuts right into the heart of the entire pro- 
gram. 

I believe those are the percentages, are they not, Mr. Wigglesworth? 

Mr. WiaGiesworrn. | thought it was something over 18 percent. 
it was about a billion and a half dollars. 

Mr. Kenney. It is about 30 percent in defense support and a little 
over 17 percent in the other. 

Mr. WicGLesworrn. Over all? 

Mr. Kenney. No. 

Mr. Drarver. What is the actual percentage over all? 

Mr. KENNEY. 18.6 percent. 

Mr. Draper. That is right. But in the European part, title I, it is 
about 20 percent. That is the part I am concerned with myself. 

That simply means that we have problems that have to be dealt 
with and will have to be dealt with in such a way that the build-up 
that had been counted on on the part of each of the others will not be 
possible, because there will be equipment for certain divisions which 
we would be the only ones who could supply, on the heavy equipment, 
and there is no point of their raising the troops if there is not that 
equipment. 

Another problem which I know the military planners would like to 
know very much about and consider was the ammunition supply. 
Unless you have ammunition behind the lines for a sufficient number 
of days there is not any assurance of being abie to mect an attack. 

Off the record. 

(Discussion off the record.) 

Mr. Drarer. The 1952 goals, as we have talked about them, were 
roughly 50 divisions, about 4,000 planes, and so on, in the coming 
year. 

(Statement off the record.) 

The questions I have been asked by individual members of the 
North Atlantic Council, perfectly properly and gropingly, for infor- 
mation, are just what these countries have thought about, such as 
what these cuts they bave read about in the papers are going to mean 
and how this equipment will come through, and whether or not their 
planning should be adjusted. 
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What I fear very much, even with the cuts that have been made so 
far, is that this will have an effect all around the circle. That is the 
thing we must avoid, as I see it, at every cost; psychologically, 
practically, and militarily. 

I will just end by expressing myself sincerely and earnestly in the 
hope that your committee—I realize its responsibilities and do not 
minimize them at alli—l would earnestly urge, as I see it from sitting 
in Paris that your committee not make any further reduction in the 
interests of the security of the United States only. 

Mr. Wiaaieswortu. Of course, these reductions you have just 
referred to, assuming they stand as is, are subject to modification 
through one, two, three, or four transfer clauses within the bill, if it 
seems desirable to make those transfers. 

Mr. Draper. I appreciate that, and I urge that flexibility be main- 
tained, because that can assist to some degree, J think. It does not 
make $2 grow where there is $1, but it permits you to use it in the 
best place. 


CALCULATION OF DOLLAR COST OF LISBON PROGRAM ESTIMATES 


Mr. Wiacieswortn. These Lisbon figures were largely in terms of 
forces and end items, were they not? 

Mr. Draper. Forces; Army, Air, and Navy. 

Mr. WiacLeswortH. Who——_ _: 

Mr. Draper. Who concocted them? 

Mr. Wiaeueswortn. No. Who converted those into dollars and 
cents? 

Mr. Draprr. Let me describe how our aid is programed in each 
military end item. In each country there is a MAAG, a military 
assistance advisory group, on ammunition. They deal with the 
defense minister of the military services. They see the force goal or 
build-up planned for that army, navy, and air, and with their general 
staff and their people they figure out jointly what deficiencies in 
equipment for that build-up there are. They then deduct from that 
whatever production toward that deficiency in production and equip- 
ment can be produced and supplied and financed in the local country. 
Then they submit a list of the deficiencies that remain to what is 
known as the JAMAG, which is the joint military group in London. 
That is American, again. 

They then put all those together, screen them, throw out the things 
they think are unnecessary, which the local group has done also to a 
degree. 

Then that total by country comes to the Joint Chiefs of Staff here, 
and that, again, is screened, and they throw out the things that they 
think we cannot pay for or which are not necessary or which can be 
dispensed with. 

Based on that, on the costing of that total, the total end item pro- 
gram which is presented to the Congress is developed, and it then 
goes through the process of the Secretary of Defense, who usually 
lops some of it, and then the Bureau of the Budget, who I believe, 
does a little of the same, and then it comes to you. 

Does that answer your question? 

Mr. WicGieswortnH. In other words, the general system remains 
about what it was a vear ago. 
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Mr. Drarver. That is correct. The only difference now is that 
our office, which has only been going a few months, is attempting 
and will attempt to bring to balance on this military appraisal what- 
ever economic, financial, and political factors we can—particularly 
economic factors—to get production in Europe up to the greatest 
degree possible. 

MILITARY REQUIREMENTS 


Mr. WiceLesworrn. Is that the method by which the end items 
and forces to be provided by the various countries represented at 
Lisbon was determined? 

Mr. Draper. That is a little different. The so-called TCC, which 
was the Temporary Council Committee, started work last fall as a 
part of the NATO organization, and that will now be conducted by 
the Secretary General and his international staff, with the help of 
the different national delegations. That was an approximation on 
the military side under General MeNarney, who had 150 officers of 
all nationalities working with him, to put down a force total in all 
the elements, Army, Air, Ground, and Navy, which was militarily 
possible and estimated to be feasible. 

Mr. WicGLesworru. By a date determined as the readiness date? 


ECONOMIC AND FINANCIAL REQUIREMENTS 


Mr. Drarrr. That is correct. And on the other side the economic 
and financial people were studying the defense budgets of all the 
countries, adding them up, looking at the gross national product—the 
point you were talking about—seeing whether one was below the 
other, or whether some country could come up—most of them were 
asked to come up and most of them did—and then taking that total 
and putting it against the cost of military requirements. 

Mr. Wicciesworrn. Determined in what manner, or by whom? 

Mr. Draprr. They had taken country by country here and had 
done the same over here, and determined which country put which 
part against it, to get a balanced force, so that it would not all be 
Army from each country, and so on. 

Mr. WicG.teswortH. You determined you needed a certain number 
of tanks over-all, we will say, going to 10 different places 

Mr. Draprr. That is right. And then you channel them. 

Mr. Wiaaiteswortru. Who determines the cost of those tanks, and 
on what basis? 

Mr. Draper. There was a costing group under General MceNarney 
from all the countries. Our own experts were a great help on that. 
The British were, too. The French had some. There were lesser 
numbers from smaller countries who did that work. 

Mr. Wieeiesworrn. That involves a determination of where the 
end item is to be produced and what the chances are that it will cost 
that at the time of producing it. 

Mr. Draper. That is right. And then it requires adjustments from 
year to year. 

Mr. Wiaeieswortnh. With various other considerations which 
make it at best a rough estimate; is that not right? 

Mr. Draper. That is correct. 
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Mr. WigeLeswortH. Even assuming that the military estimate is 
the best that can be made, the dollars-and-cents estimate is something 
entirely apart from that? 

Mr. Draper. That is right. 

Mr. Wieeitesworrn. And is only an estimate. 


INTERNATIONAL BUDGET SYSTEM 


Mr. Draper. And then after Lisbon was finished and they had 
agreed on it, then each country had to go back and look over its own 
budgets, its own production and costs, and put it to reality and actually 
do it. They come out higher or lower, and there has to be an adjust- 
ment. But the thing is working surprisingly well. It is the first time 
that I know of that a group of countries have looked at their military 
effort on a balanced basis. 

Mr. Couprrr. They look at their budgets at the same time? 

Mr. Draper. Yes, sir. That is the first time there has been a 
combination of that. Here in this country we have had a Bureau of 
the Budget system for a great many years. This really was the 
application of a budget system for the first time in many of these 
countries, and the first time to a group of countries, 

Mr. Covuprrr. If you applied the same standards which you apply 
to these people, we would not be told about the big deficits we have 
in the United States, would we? 

Mr. Draper. Some of them have deficits which I depreciated just 
as much, and I have argued with them just as vou are arguing with me. 


EXCESS PLANT CAPACITY 


Mr. WiaGiesworrn. In that same general connection, we were 
told when this matter was under consideration before that studies 
were being made of excess plant capacity in various NATO nations 
overseas—— 

Mr. Drarer. Being able to produce part of this program? 

Mr. WicGteswortH. Yes. To see the maximum they could 
produce. 

Mr. Draper. That is right. 

Mr. WiaG_teswortnH. And to see if we could not save some money 
in the process, and if you could not put them on a self-supporting basis 
more promptly by allowing them to produce than if we insist on 
making everything in this country and then sending it overseas. Do 
you know whether or not those studies have been made? 


INITIATIVE GIVEN OFFSHORE PROCUREMENT 


Mr. Draper. Yes, and something is actually being done about it. 
You asked before, I believe, about the offshore procurement program. 

Mr. WiaGLesworrtn. Yes. 

Mr. Draper. I think that, myself, is something we have to push 
to the very limit, as hard as we can. 

Mr. WiaeG.eswortHn. That has always been my feeling. 

Mr. Draper. I am sorry it has been so slow in getting under way. 
But when vou look at it it is probably no slower than getting our own 
program under way a couple of years ago. I remember we had the 














281 


problem in 1940 where the procurement was slow here. Here you 
are dealing with several countries. There are different languages. 
There was a tax problem which had to be settled first, which Congress 
very wisely insisted they would not double taxes up on us, and that 
took 3 months to negotiate. 

But when I first went over there in January, this appealed to me as 
one thing we must push. The Army got General Finley over there, a 
very able officer, to take charge of that, and I am happy to tell you 
that the 1952 program, which runs to the tune of several hundred 
million dollars, close to a half billion dollars, including the special 
French procurement, which you probably read about in the papers— 
and [I will be glad to tell you about it, if necessary, if you want—is such 
that I would say roughly a half billion total will be actually contracted 
within $30 million or $40 million by the end of this month. It is only 
in the last 6 or 8 weeks that the thing has really taken hold. They 
have gotten through the mechanics, and they have been taking bids 
and placing contracts; $28 million was placed in Belgium recently; 
$50 million or $60 million was placed within a few days, or will be, in 
Italy. Some contracts were placed in Great Britain. Some were in 
France, and so on. 

Mr. Wiccieswortu. | understand in fiscal 1953 it is hoped to 
double that to perhaps a billion dollars. 

Mr. Draper. Yes. 

Mr. Wiae_eswortx. Do you not think we can do better than that 
in the reasonably near future? 

Mr. Draper. Do you mean a year later? 

Mr. WicGLeswortnH. Yes, or even in 1953. 

Mr. Draper. It may be possible. 

Mr. WieGLesworru. |] have had opinions from one or two people 
who ought to know what they are talking about, who think we could 
go considerably higher than a billion dollars in 1953. 

Mr. Draper. I think that may be. Let me say something off the 
record here 

(Discussion off the record.) 

Mr. WicGLeswortnH. It seems to me in a general way you will 
never get this burden off Uncle Sam’s back unless you give the Allied 
Nations some chanee to build up their own productive capacity so 
that they can carry on without us. 

Mr. Draper. There is one difference between your offshore pro- 
curement and your defense support. The defense support gives the 
foreign country not only the dollar assistance, since they get dollars, 
but it also gives them the budgetary assistance to carry a bigger 
defense budget. 

In the case of the off-shore procurement, they are actually producing 
the item and selling it to us, in effect making it and we paying for it. 
Then we give somebody the item. They produce it, so they have to 
get the raw materials imported for that, and it does not have the same 
effect on their dollar accounts. It is certainly the way we should go, 
because we are not going to continue indefinitely giving defense sup- 
port or economic aid and what not. 

This other system, especially if we can get it within a reasonable 
price level, is helpful all around. 
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PRIVATE SOURCES OF FINANCING 


Mr. WiaGLeswortnH. I assume we will get a look at this later. 
However, in a general way do you feel that we are taking into con- 
sideration the maximum possibilities in terms of private financing or 
financing by the World Bank, the Export-Import Bank or other non- 
governmental sources? 

Mr. Draper. There is comparatively little actual private invest- 
ment in the normal sense, for obvious reasons. But the International 
Bank has been exceedingly helpful, and has been expanding its opera- 
tions over the last 2 or 3 years, as has the Export-Import Bank. 
Yes; I] would answer your question by saying that those two institu- 
tions have been of great help. 

I have been turning over in my mind discussing with some of the 

eople on the other side recently as to whether working toward the 
ong range we might not try to find some way to stimulate actual pri- 
vate investment. The guaranties that there are now in this law 
and the past laws, such as ECA, have not been designed to really get 
private investment. Maybe they have been designed for it, but they 
have not accomplished it. 

Mr. Wice.tesworru. Do you not think that reasonable concessions 
in several of the countries abroad might result in very substantial 
private investment? 

Mr. Draper. We appreciate the importance of this matter. I 
think the basic reason for private investment and making loans under 
the ECA guaranty—the reason I found it functioned like that—is 
that while as I remember it guarantees against war risk and guaran- 
tees against exchange—that is, that they can turn their franes into 
dollars—— 

Mr. Wicateswortu. Convertibility. 

Mr. Draper. Convertibility existed, it does not guarantee against 
that exchange losing its value. For example, if a franc or any other 
currency were devalued, if a loan had been made under that guaranty 
and the new currency were worth half as much, or two-thirds as much, 
or whatever it was, the lender would lose that difference. My own 
judgment would be that that has been the focal reason that this 
particular thing has not worked. 

I believe over the next few months all of us on our side of the table 
should give real thought to some system that might bring out that 
investment. 

Mr. Couperr. Is there a guarantee against seizure? 

Mr. Drapvrer. No; they tell me there are some ways to guarantee 
against depreciation, but it is very limited. 





NORTH ATLANTIC COUNCIL ORGANIZATION 


Mr. WigeLteswortn. Would you say a word about the new organ- 
izational set-up? As I understand it, The North Atlantic Council 
headquarters is in Paris with 14 countries represented, and Lord 
Ismay ts Secretary General. 

Mr. Draper. And a Vice Chairman, which means that he is the 
Chairman. 

Mr. Wice.esworrn. You are the American member on that 
Council? 
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Mr. Draper. That is correct. 

Mr. WiecLeswortH. On the American level you have an American 
regional office at Paris? 

Mr. Drarver. That is right. My title is United States Special 
Representative, and in that capacity I represent the President, the 
Secretary of State, the Secretary of Defense, and Mr. Harriman, as 
Director of Mutual Security. 

Mr. WiaGieswortu. You indicated that you have three deputies 
under you. 

Mr. Drarver. Yes; I would like to name them for the record. I 
really have four. 

I have a general deputy, Ambassador Anderson, who was a major 
general in the Air Force during the war and went back into business. 
Now he is coming into this job. He has had broad and long experi- 
ence in negotiations and in Air Force work. 

On the political side there is Ambassador Livingston Merchant. 

Mr. WiaGLeswortn. He will be for the council work? 

Mr. Draper. Yes; he is a career diplomat in the State Department 
who is also spendidly equipped for his duties. 

On the economic side, Mr. Paul Porter is the economic deputy. 

Mr. Wiee@Ltesworrtu. Formerly in Greece? 

Mr. Draper. That is right, and when I went over there he was ad- 
ministering the MSA Program. 

On the defense side General Finley that I just spoke to you about 
as having done such a splendid job in getting this offshore procure- 
ment going. He has taken off his uniform and is a civilian and is 
deputy on the defense side. 

Mr. Wiaaiesworrn. About how large is the staff in each one of 
those organizations? 

Mr. Draper. In all three of those functions around 500, between 
500 and 600. The staff that we got for this top organization has all 
come without increasing the individual units at all. 

Mr. Wiaaiesworrtn. In other words, you have taken over the old 
MSA personnel? 

Mr. Draper. That is right, and certain defense personnel that 
were in London and then we set up my office on top of all that, which 
required some personnel, but releasing some of the other elements. 

Mr. Wiaetesworrn. Are the funds for your entire set-up taken 
out of the requests now before us? 

Mr. Draper. I believe that is true. I have asked the question, 
but I have not had the time to find out definitely whether the Army 
officers that were connected with the Production Division in London, 
having to do with developing this program that you are speaking of— 
of what the capacities are in Europe—are reimbursed by MSA or not. 
With that possible exception it is true, and the answer to your question 
is “Yes.” They tell me that it is not used to reimburse the Army, 
so it does not apply to the Army pay of those who are on active duty 
with the Army. 

Mr. Wicatreswortu. And are the funds for your work as the 
American member of the North Atlantic Council included in this 
budget also? 

Mr. Draper. Yes. 

Mr. Wiecieswortn. How big a staff do you have there, or is that 
included in the 500 or 600? 
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Mr. Draper. It is included. 

Mr. Wice_eswortu. I assume before we get through someone 
will give us a detailed breakdown. 

Mr. Draper. Yes. 

Mr. WigGLteswortn. What is the situation with reference to aid 
for Spain? As I understand it, none of the money provided for the 
current fiscal year has been obligated. 

Mr. Drarrer. Off the record. 

(Discussion off the record.) 

Mr. CLevencer. I think all of us have our common objective. 
The one thing that we cannot afford is anything in Europe that looks 
like boondoggling. 

Mr. Drarer. I completely agree. If I can find where we are doing 
that I want to assure you that I will kick it out. I will do my best. 


WORK OF STATE DEPARTMENT 


Mr. CLeveNGER. Your danger will come from these bleeders and 
do-gooders in the State Department. I have had some experience 
with them over the years. I think that you will agree with me that 
if we want this essential military aid and want the American people 
to carry it, we will have to cut it down to defense and you have got 
to cut out anything that looks like boondoggling. 

Now, I will say this, that the State Department has been spreading 
ambassadors all over the world and the smaller countries have beer 
trying to keep up with the United States, and it has put a terrific 
burden on their shoulders. We will have to simplify if we are ‘going 
to be able to maintain this. That is what is breaking the backs of the 
American people. If there are any of these planners in your neighbor- 
hood that are contemplating some of these fantastic expenditures of 
American money I hope that you will kick them in the slats. 

Mr. Draper. May I say just a word now, not in defense of the 
State Department, but a word that I would like to say for your infor- 
mation—and I do not question any of your remarks. It is true that 
our responsibilities in the world have been increasing. We have 
assumed leadership in the Western World. The kinds of things that 
are done in our embassies today, no matter where in these western 
countries, do cover a range of interests and subjects that are greater 
than ever before. Defense was never a matter that had any connota- 
tion 10 years ago in one of these embassies. 

Let me say a word about Mr. Acheson because ] am a Republican 
and never voted the Democratic ticket. 

Mr. CLevenGcer. I| used to be, but I think I am just an American 
now, and I am a deeply concerned one. 

Mr. Draper. I saw Mr. Acheson at work for a few months at 
Lisbon, and just before Lisbon. The leadership that he gave to the 
Ambassadors that he had there, McCloy from Germany, David 
Bruce, and various others, Mr. Donnelly from Vienna; the problems 
that had to be met between the French, the British, and the Germans 
at that stage, if there was to be a successful agreement, the financial 
problems that the French were facing and did not know whether to 
accept these military goals or not, the tenacity and leadership that 
he displayed in bringing those things to a head and solving them was 
tremendous. 
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There was the question of the contractual agreement in Germany 
and the question of the EDC. He felt for some time that it was im- 
portant to get these things lined up promptly and he took the initia- 
tive. I know that we received a cable of instructions from him on 
that. When he said that he was not going to come over until he was 
assured that the agreements were going to be signed that forced some 
of these things to get lined up and he came over at just the psycho- 
logical moment, actually two or three of the most important issues 
were not settled. He came and within 48 hours, by being pretty 
firm with some, the thing came to a head. 

I would just like to put that on the record with regard to Mr. 
Acheson and his service to the American people. I do not think that 
he is fully understood by the American people. 


COMMUNIST PROBLEM 


May I say a word about the Communist problem? I think these 
last 10 days in France, starting with the riots and the demonstrations 
to protest General Ridgway’s coming over there, which corresponded 
and paralleled the riots that they caused in Munich, and I imagine 
the prison riots that they have been fomenting and the Tokyo one 
that came just after the treaty with Japan was agreed to, the way it 
has developed in the last 10 days in France gives me great hope that 
the French Government has finally gotten the opportunity and 
excuse and a reason to tear up a lot of the Communist influence by 
the roots that has been so strong in the trade-unions there. They 
handled it firmly. Il saw the gendarmes and the police all over 
Paris when this was at a head. I came in with General Ridgway, 
met him at the airfield and came through the main streets. The 
morning papers said just where he was coming and the police decided 
that they would face the thing boldly. I saw one or two demon- 
strators pulled out into the alley by the police, but there was nothing 
that happened on that day. 

In the next day or two they had this big riot. The police said that 
they could not hold the demonstration and they took their positions 
around the Place Republique, I think, and they had with them 
thousands of Moroccans that they had brought in, and they never 
got within 200 vards of the square where the demonstration was to be 
held. It was that same night the French arrested Duclos and found 
the two so-called carrier pigeons. Since then all over France they 
have been raiding these Communist headquarters and taking a very 
strong position. We hope and believe that they will continue to do 
that. That is one of the turning points in the French Communist 
movement. 

Mr. Couper. Do we have in the record a breakdown of the pro- 
posed expenditure program for 1953? 

Mr. Gary. No. 


EXCESS PLANT CAPACITY 


Mr. WicGLeswortu. | want to ask Mr. Draper, when he revises 
his remarks, if he will be in a position to give some indication of what 
excess plant capacity has been found among our allies as the result of 
the studies referred to? 
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Mr. Draper. I can answer some of that on the record right now. 
I may have to get the figures from the other side, but I will give them 
to the committee. 

I can say that there is considerable capacity for airplane produc- 
tion in France, Italy, some in Holland for frames, and some in Bel- 
gium for jet engines, and I believe probably some capacity still un- 
used in Great Britain. In my judgment, some part of our airplane 
program should be on an offshore procurement basis produced in 
Europe. 

Mr. Gary. How about the Rolls Royce plants? 

Mr. Draper. They are making the jet engines. 

Mr. Gary. Are they operating at full capacity? 

Mr. Drarer. I am not fully informed on that. 

Mr. Gary. They are also making engines for the Meteors that are 
being assembled in Holland. 

Mr. Draper. That is correct. In another field there is a fair 
amount of unused capacity still in the ammunition field, although we 
have recently been placing some ammunition orders which are using 
up part of that. I believe a program includes a considerable amount 
of offshore procurement of ammunition in the next year which is an 
important item to get them making because they should be making 
that later on for war supplies if ever war comes, or after we get our 
build-up finished, they should be producing and buying, not on a 
dollar basis but a local basis the ammunition requirements. 

In shipping, that is another field where there is considerable 
capacity in Italy, Holland and, I believe, in France. I will try to 
get vou some additional information. 

Mr. Wiaeteswortn. How about vehicles? 

Mr. Draper. In vehicles there is a very considerable capacity 
in Italy and. France. The Fiat plant is probably the biggest plant 
that could make a large number of vehicles if they had the orders. 

Mr. Wiaciteswortu. How about guns in France? 

Mr. Draper. Yes, and the smaller artillery pieces. Considerable 
are being made there now for their own army. There is some addi- 
tional capacity. 

Mr. Wiaateswortn. How about electronics? 

Mr. Draper. There is some capacity in France. Some electronic 
orders are just about to be placed, if they have not already been, in 
Great Britain, of considerable size, offshore. There is some electronics 
in the Phillips plant in Holland that is not fully used. I am not 
sure about Italy. 

I have not included Germany because until this ratification of the 
treaty some of these things still are not permitted there, but Germany 
would be another source of supply, I hope, in a few months, and a 
very good source of supply after we develop. 

Mr. Wicgeteswortu. Will you furnish for the record some dollars- 
and-cents estimate over-all of what excess capacity there is? 

Mr. Drarer. There is some capacity at the Centaur tanks in 
Great Britain now. 

Mr. Wiceteswortn. I think it would be interesting to have that 
information. 

Mr. Draper. General Olmsted, make a note and we will assemble 
here, and with General Callahan’s help over in London, we will get a 
more direct response to the question. 

(The matter referred to follows:) 
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OFFSHORE PROCUREMENT, DEFENSE Support Atp AND EUROPEAN CAPACITY 


It is almost impossible to provide a significant measure of the amount of un- 
utilized capacity in Europe which could be adapted to defense production. In 
terms of floor space alone, there is undoubtedly sufficient capacity to make possible 
substantial increases in the production of military equipment in Europe. How- 
ever, any large increase in production would encounter serious bottlenecks in the 
form of shortages of skilled labor and critical raw materials. Availability of 
specialized types of machine tools, which must be imported from the United 
States where they are also in short supply, has already proven to be an important 
limiting factor in some cases. The tooling-up time required for the production 
of more complicated items of military equipment may prove to be too long, or the 
costs of adaptation of conversion of facilities too high, to meet specifie military 
requirements. For these reasons, abstract estimates of the amount of plant 
capacity available for defense production do not provide a useful basis for the 
development of practical programs. Capacity is only relevant as a specific 
estimate of the amount of a particular military item whieh could be produced by a 
plant. or industry by a given date, provided that certain machine tools, raw 
materials, ete. are available. 

As a practical matter, there are several programs under way for the utilization 
of available capacity in Europe. The original Lisbon plan countries and Germany 
are projected to spend about $3 billion on the production of major matériel in the 
coming fiscal year. This projection has had to be scaled down by over $500 million 
as a result of the large cuts in the defense support program voted by the Congress. 
Defense support provides an effective means of assisting the European countries 
to expand their defense production base, and has a large impact on the amount of 
defense production which Europe can undertake from its own resources. 

In addition, the offshore procurement program has the broadening of the 
production base in Europe as one of its primary objectives. The offshore pro- 
curement program for fiscal vear 1953 contemplates about $1 billion of new OSP 
contracts. Although, in an abstract sense, there may be European capacity (i. e., 
floor space) available next year somewhat in excess of this amount, the principal 
factor limiting the size of the offshore procurement program is not the over-all 
European production capacity available but the ability of Kuropean industry to 
produce the specific items of military equipment most urgently needed in time to 
meet time-phased force requirements. The particular type of plant capacity, 
the manufacturing experience and engineering and labor skills required for these 
weapons are limited and the need for many of them is so great that time cannot 
be spared to overcome all the technological problems that would be involved if 
more orders were to be placed ‘on the Continent. Moreover, there are certain 
items for which adequate stocks exist in the United States and others which could 
not be produced overseas without prejudicing security requirements or impairing 
the United States mobilization base. 

There are also administrative obstacles of considerable importance which limit 
the effective size of the offshore procurement program. Careful administration 
is required in setting contract terms, in determining specifications, and in arrang- 
ing for quality inspection. Offshore procurement must operate within the frame- 
work of United States statutes and administrative practices embodied in the 
Armed Services Procurement Regulations, and the procedures of the General Ac- 
counting Office must be preserved. Thus, although we have indications that 
Europe’s unused industrial capacity may exceed $1 billion, we believe it would not 
be possible to expand the presently planned offshore procurement program by any 
appreciable quantity. 

If the concept of the offshore procurement program were radically altered to 
include procurement of airfields, barracks, soft goods, and items which the Euro- 
peans have planned to finance themselves with the assistance of defense support 
aid, it would be possible to expand the program bevond a billion dollars. ‘Po do 
this it would, of course, be necessary to inerease end-item funds by an amount 
sufficient to ¢over the cost of the additional items which would have to be financed 
under the expanded program. It would not be possible, therefore, to save any 
United States funds by altering the character of the program. Such as expansion 
would dilute and confuse the primary objectives of the offshore-procurement 
program, without saving any funds, and would involve the loss of effective control 
over the programing of dollar imports. Moreover, it would be extremely difficult, 
if not impossible, to obtain the same results from ah expanded offshore-procure- 
ment program as from the presently planned defense-support program, for offshore 
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procurement cannot match requirements for defense support either in timing or 
geographic location, 

As to timing, the administrative difficulties listed above would be multiplied, 
and the European defense effort greatly delayed if offshore-procurement procedures 
were to be made applicable to programs now financed by European defense budgets 
assisted through the defense-support program. A considerable number of political 
obstacles would have to be surmounted. Even without these difficulties, there is a 
normal time lag of 12 to 24 months between the date when a contract is placed and 
the date when payments under it are made. In contrast, funds authorized under 
the defense-support program are made readily available to European governments 
to cover their immediate dollar requirements. By far the largest portion of the 
receipts from offshore-procurement contracts placed this year and planned for 
fiscal year 1953 will aecrue to the European governments in fiscal year 1954. 
These receipts should reduce defense-support requirements very significantly in 
that period, but the defense-support program currently appears to be the most 
effective means of providing immediate dollar requirements without which the 
European defense effort would have to be reduced sharply. 

As to geographical location, it would be impossible to procure through the 
offshore procurement program an amount equal to the dollar-assistance require- 
ments of certain European countries. In Greece, for example, there simply is 
not enough to procure, unless offshore procurement were expanded to include 
troop pay, and such an approach would have the most serious political conse- 
quences. In the United Kingdom, which has the largest munitions production 
of any European country, manpower, steel, and other basic resources are very 
tight. There is limited unused capacity available for activation through offshore 
procurement. At the same time, the requirement for defense support to finance 
imports essential to the British military program is larger than for any other 
European country; and without such defense support, the United Kingdom could 
not maintain anything like the intended volume of munitions production. 

For the above reasons, it would appear that the estimate of $1 billion for 
offshore procurement in Europe for fiseal vear 1953 represents the maximum 
amount of additional European capacity which can be brought into production 
in a manner consistent with the objectives of the program. 


EUROPEAN PAYMENTS UNION 


Mr. Draper. You gentlemen may be interested in knowing that 
on Friday and Saturday of last we:k, just before I left to fly over here, 
there was a meeting of the Organization for European Economic 
Cooperation at which the finance ministers and the foreiga ministers 
of about 18 countries were present, and the problem was to find out 
a way to continue for another year the European Payments Union, 
which is the mechanism for paying for all intra-European exports 
and imports. 

The Belgians have a special problem because last year they had 
exported about a half billion more in goods to other European coun- 
tries than they received, so they have the same kind of problem this 
country has in exporting more than we import. The problem was 
how to pay the Belgians out of the European Payments Union so 
that they could continue to be ia the Union without having too much 
stress on their economy and at the same time keep the Union solvent. 
It has about $360 million of assets and a method was found, and for 
2 days successful negotiations took place and the European Payments 
Union will continue for at least another vear. 

If that had not been successful—and it is still subject to one arrange- 
ment—but the political and financial implications, if no agreement 
had been reached, because the Union only goes to June 30 of this 
vear, might have been very disastrous. 

I was very pleased, as were all the others present, that that worked 
out. It was a very difficult negotiation and one that I think was 
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successfully concluded. That is another illustration of the common 
objective that is beginning to integrate Europe. 1 sincerely hope that 
we do not, in their eves, do less than our share, so they will not have 
some excuse for not doing fully their share. 

Mr. Gary. We will stand adjourned until 10 o’clock tomorrow 
morning. 


Turspay, JUNE 10, 1952. 


Summary Or Bupcer Request 
" WITNESS 
OFFICE OF DIRECTOR FOR MUTUAL SECURITY 


Cc. TYLER WOOD, ASSOCIATE DEPUTY DIRECTOR FOR MUTUAL 
SECURITY 


Mr. Gary. Mr. Wood, I understand that the revised figures for the 
mutual-security request will not be ready until tomorrow morning. | 
am imformed, however, that you think we can make some progress 
this morning by a general presentation. Is that correct? 

Mr. Woop. That is correct, Mr. Chairman. The figures are re: ady, 
in fact. It is the physical problem of haviag them re produced which 
we were not able to cope with by this morning. We can have them 
ready in printed form by tomorrow morning, and we can give vou the 
revised figures this morning for the record, ‘because we do have them. 

Mr. Gary. At this point in the record we will insert pages | through 
12 of the justifications as revised. 

(The matter referred to follows: 


Mutual Security— Analysis of 1953 appropriation request by sections of the 
Mutual Security Act of 1951 as amended 


Section of Public Law 165 as amended Original Senate House | Conferees’ 
y H. R, 7005 request allowance allowance allowance 


a. 6 Sa SEN me ea $4, 145, 000, 000 | $3, 515,229,500  $3,316,000,000 | $3, 415, 614, 750 
101 (a) (2). 1, 819, 200, 000 1, 542, 866, 000 1, 022, 000, 000 1, 252, 433, 000 
101 (c) (Limitation under sec. 101 (a) | 
and 101 (a) (2) for assistance to | 
— SRO, «FEE ES Z 1m, 5 et ee (25, 000, 000) (25, 000, 000) i (25, 000, 000> 
+ in . epic wane 606, 370, 000 | 514, 263, 000 606, 370,000 560, 316, 500 
ae , i 55, 000, 000 | 46, 645, 500 55, 000, 000 50, 822, 750 
206 Palestine refugees (see. 204) - = 65, 000, 000. | 55, 126, 500 65, 000, 000 30, 063, 250 
Israel refugees (sec. 205) - Sacre) 76, 000, 000 | 64, 456, 000 76, 000, 000 70, 228, 000 
oa ( 5 : iM aa =<) 611, 230, 000 518, 385, 000 611, 230, 000 564, 807, 500 
a conomie ‘assistance 8 ‘ que noe 208, 800, 000 202, 778, 250 
Technical yenemecaen (TCA) } 408, 000, 000 346, 025, 000 88, 000, 000 | ! S634" 250 
: : : 45, 000, 000 45,000,000 | 2 (45, 000, 000) 
62, 400, 000 52, 971, 500 62, 400, 000 57, 685, 750 
22, 000, 000 18, 658, 000 | 22, 000, 000 20, 329, 000 
10, 000, 000 8, 481, 000 10, 000, 000 9, 240, 500 
2, 800, 000 2, 375, 000 2, 800, 000 2, 587, 500 
17, 000, 000 14, 417, 500 | 17, 000, 000 5, 708, 750 
| 20, 962, 000 | 12, 000, 000 3, 481, 000 


7 7, 900, 000, 000 | 6, 765, 861, 500 6, 219, 600, 000 6, 447, 730, 750 








! Funds for this item included in subsec. 101 (a) and 101 (b). 
2 Authorized in 1952 but no appropriation made thereunder; reauthorized for 1953. 
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Alphabetical list of countries for which foreign aid ts proposed in 1953 


| 
' 
| 
Country 


Afghanistan. ___. im a a a a 
Austria : EE Nt RE 
Belgium-Luxemburg _ 
I A ale oiaipdliccish ws 0 & adel cha engh erage eect P 
Brazil aa 
Burma 

‘eylon 

“hile 

‘olombia 

osta Rica 

uba 

JYenmark 

ominican Republic 

Ecuador 

hevpt 

‘1 Salvador 

thiopia 

ormosa (China 

France ¥ 

Germany (Federal Republic) 

G eece 

Guatemala 

Haiti 

Honduras 

Iceland 

India 

Indochina 

Indonesia 


Hee ee SE AAAS 


Tran 

Iraq 

Isiael 

Italy 

Jordan. 
Korea va 
Lebanon. 
Liberia 

Libya 

Mexico 

Nepal ae 
Netherlands. -..- 
Nicaragua 
Norway. 


Pakistan. 
Panama ... 
Paraguay... 


Peru. os sinia 

Philippines. ....- 

Portugal . - - he 
Saudi Arabia-. 

Spain. ... wiped 

Syria peaked 

Thailand_ cnacceseasaie 

i‘ o.: _— CaP CSTE a se 3 a 
United mieten... oh se 
Uruguay...-.-- BR ee ee oe 

Wen. cc. A adcdesndcnoee cea : 
Yemen BES > eM FSR ee CLEP 2S Sree 


po a ee a eR SEs ees 


Military 


| assistance 


defense 


A Pars: PAA: 


AA 


AAA 


MAM A MAA w 


a 


Defense 
support 
MSA 


AAA 








| Economic and technical 
assistance 





“A 


AAA 


State 


AANA MAKKKK MK 


AAA 


AAA DAA DAA! 


<7 
eon 
Xx 
Xx 
x 
X 
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Military assistance, defense support, economic assistance and technical cooperation 
(all titles) —C Comparative summary of hii by functions and activities 





| 
. : sins Actual, fiscal Estimate, fiscal) Estimate fiscal, 
Function and activity year 1951 | year 1952 | year 1953 





Military assistance: | 
Matériel. ee ee venti ‘ -| $4, 420, 580, 672 | $5, 253, 287,119 | $4, 763, 827, 370 
eae weit o\a Bis Aacdhe bsak ‘ Bee 37, 848, 678 80, 501, 221 | 173, 024, 971 


Total country programs. - --.---- RE RS eee 4, 458, 429, 350 5, 333, 788, 340 | 4, 936, 852, 341 
Contributions to: 
Construction of facilities in foreign countries 
for collective defense ____- : on eta ara 220, 000, d 
NATO international milits ary he: 1dqu: ea eae 9, 000, 000 | 9, 000, 000 
NATO international civilian headquarters i 274, 173 266, 813 | 1, 547,000 
Standing group. --- . es PES Ene see 520, 000 
Control act expenses. te : 3 a Sao SEE 93, 497 | 500, 000 
Eseapees __- : eiekietech ae e } it , j . 260, 500 
Administration (for all MS 3 programs) - - a 33, 218, 004, 43, 790, 000 
Total direct obligations (military) . 4, 491, 921, 526 | & 606, 779,804) 4, 996, 469, 841 
Add reimbursable obligations (matériel) _- : 8! 2, 162 1, 035, 000 | 1,035, 000 


Total obligations. —._- ¢ 4, “492, 773, 688 ] 5, 607, 814, so | ~ 4,997, 504, 841 
Deduct reimbursable obligations_..__- pine : ; ae aii — 1,035, 000 
Deduct carry-over from 1952_____- ; : se pe " ces —398, 045, 341 


Appropriation request (military) _.___. ae beveanae 4, 598, 424, 500 


Defense support: ! 
Country aid_. Ts 2, 087, 933,169 | 1,473,194, 000 | 1, 247, 883, 000 
EPU-United States contribution. ____- ras 350, 000, 000 11, 395, 000 es BS ade 
Technical assistance __- ae : 13, 333, 295 | 16, 055, 500 | 15, 500, 000 
Basic materials development_ ae 7,064, 108 | 11, 480, 658 | | 19, 000, 000 
Bilateral technical cooperation. __...........-..-.-- 478, 925 | 
i Cc, ree ene ¥ 11,900 | 





Total direct obligations_.........-- 


Deduct carry-over from 1952 


Appropriation request (defense support) canon 1, 282, 433, 000 


—_—— 


Economic assistance and technical cooperation: 
A. Under Mutual Security Agency: | j 
Special technical and economic assistance_. 38, 6 9} een 650, 000 ey 000 
Basic materials development. _- ~ - - ~---| 11, 578, 250 


Total direct obligations ae Se oe ~ 138, 637, 549 | 144, 650, 000 | 778, 250 
Deduct carry-over from 1952 : vee 


Appropriation request (item A) 


B. Under State Department: | 

Bilateral technical cooperation ___.._------ 37, 784, 127 | 163, 909, 877 | . 726, 
Palestine refugee program | 25, 450, 000 AO, 000, 000 | 60, 063, 250 
Relief and resettlement of refugees entering | 

Israel __ beats “ | 50, 000, 000 70, 228, 000 
United Nations Korean Reconstruction | 

Agency } 37, 727, 036 | 10, 000, 000 86, 465, 882 
Multilateral technical cooper: ation ve: 13, 007, 500 12, 400, 000 | 15, 708, 750 
Emigration of surplus manpower. __- = : 10, 000, 000 | 9, Ho 500 
Ocean freight-voluntary relief packages 4, 178, 266 | 2, 843, 610 | 2, 587, 500 
United Nations International Children’s | } 

enareeney Pane Soo oS. a 6, 953, 241 Peer eee: | 16, 481, 000 





Total direct obligations._.............--- } 125, 100, 170 99, 153, 487 | 450, “560, 882 





Deduct carry-over from 1952 (UNKRA).|__--- te eo ; 2 fl 2 —41, 465, 882 





Appropriation request (Item B) : Bas hice chkebae oe ms 409, 095, 000 





Total direct obligations (economic assistance | 


} 


and technical cooperation) __-__._- | 263, 737, 719 | | : | 653, 339, 132 
Deduct carry-over from 1952 (UNKRA)_}_------- cs ME. f a —41, 465, 882 





Appropriation request (economic assistance 
and technical cooperation) oe ee eS eee | 611, 873, 250 








1 Includes $75 million economic assistance for Austria. 
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Military assistance, defense support, economic assistance and technical cooperation 
(ul titles)——-Comparative summary of obligations by functions and activities—Con. 


Actual, fiscal (Estimate, fiscal Estimate fiscal, 





Function and activity year 1951 year 1952 | year 1953 
Assistance to Spain: | 
Total obligations - -- ; : : <.5 wittn $17, 200, 000 $45, 300, 000 | $100, 000, 000 
Deduct carry-over from 1952. - pes ~——100, 000, 000 
Sa - _ = a 
Appropriation request (assistance to Spain)-_....-....-- ‘ 
Recapitulation of all functions and activities: | 
Total direct obligations (a)] funetions and | | 
activities) : re : : cane} 7, 231, 680, 642 7, 608, 058, 449 7, 032, 241, 973 
Add reimbursable obligations (matériel—military) - | 852, 162 1, 035, 000 1, 035, 000 
Otis Cerne ol oe ee re | 7, 609, 098, 449 7, 033, 276, 973 
Deduct reimbursable obligations (matériel— | 
military ‘ v eras | : am 1, 035, Of 
Deduct carry-over from 1952__._-.._-_-__._- abd : : f— 539, 511, 228 
Total appropriation request (all functions and | 
activities) _....... Badindigi tie SRS sa eae a REE “ veh } 6, 492, 730, 750 


2 Funds to be utilized pursuant to Section 101 (c) of the Mutual Security Act for assistance to Spain are 
included in the military assistance and defense support estimates in title I. The respective amounts are 
not readily determinable at this time. 

Note.— Obligations have been adjusted by functions and titles to conform with the appropriation struc- 
ture proposed for 1953. Programs financed from public debt authorizations under ‘Discharge of Invest- 
ment Guaranty Liabilities’? have been excluded. 


GENERAL STATEMENT—THE PRoPosED Mutua SEcuRITY PROGRAM FOR 1953 


I. THE MUTUAL SECURITY PROGRAM IN EUROPE 


The Mutual Security Program contemplated for Europe in this budget is 
designed to produce the greatest strength for the free world at the least possible 
cost. Through the efforts of the Europeans themselves, combined with the addi- 
tional resources we are making available through our military and economic 
assistance programs, real progress is being made in Europe toward the urgent 
objective of achieving adequate defense forces. 

A short time ago, the North Atlantic Tieaty countries in Europe had virtually 
no combat-ready defensive units in all of continental Western Europe, except for 
certain naval forces and the ground divisions and air squadrons on occupation 
duty in Germany. Since then, the active strength of their forces has been 
substantially increased; in terms of active and readily mobilizable troops, their 
effective ground strength now exceeds that of ourown Army. Air cover and naval 
support are being provided in increasing amounts. Moreover, the units have been 
brought to a higher state of effectiveness through longer periods of service and more 
thorough training and through substantial additions to equipment including 
replacement of obsolete weapons. Finally, many of the scattered units of the 
various countries are now, under the command of General Ridgway, being welded 
into a single fighting force, and supporting systems of communications, supply, 
and bases are being developed. 

Over the coming months progress in building European defenses will be even 
more rapid, under plans recently developed by the North Atlantic Treaty Organi- 
zation’s Temporary Courcil Committee, under United States chairmanship. 
This committee has reviewed the present status of European defenses and the 
further requiremer.ts estimated by the military leaders of the member nations and 
by General Ridgway’s international headquarters. It developed a realistic plan 
of action, including the NATO countries and the Federal Republic of Germany, 
for a rapid build-up of effective defense forces backed by well-trained and quickly 
mobilizable reserves. This plan of actior is designed to see that nonessentials 
and duplications are stripped out and that the highest priority jobs are done first. 
In spite of these reductions, it will still be necessary for many of the member coun- 
tries to make substantially larger efforts than previously planned. 
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To fulfill the plan, the United States needs (a) to continue its contribution of 
forces, (b) to provide expedited deliveries of military equipment, and (c) to pro- 
vide defense support to help the European countries raise their own defense 
expenditures. 

On the basis of this new plan of action two important conclusions emerge. 
First, it is now clear that in the near future Western Europe can have a compact 
force which would offer strong resistance in the event of an attack. Secondly, 
under the new plan it is now clear that within a few years it will be possible to 
attain a level of Western European defenses which would make invasion there so 
costly, and so unlikely of success, that the danger of its being attempted would 
become remote. 

Our mutual security program is an essential component required to achieve the 
new defense plan on schedule. We will provide planes, tanks, guns, production 
equipment, raw materials, and other supplies which are needed to earry out the 
plan but which the Furopeans cannot obtain from their own resources. 

The largest part of this aid will be in the form of military equipment. The 
equipment we provide will have the direct effect of bringing to combat readiness 
additional air wings, ground divisions, and naval units defending Western Furope 
against aggression. To an increasing extent, the equipment we provide will be 
procured in Europe. This will somewhat lighten the production burden on this 
country, and by stimulating European military production will help to bring 
nearer the day when Europe will be able to maintain her forces without sub- 
stantial assistance from us. 

To enable the European countries to expand their defense programs on schedule, 
other aid in the form of raw materials, equipment and commodities—defense 
support—will be needed. The economy of Europe is undergoing a serious strain, 
in part because of its own expanding defense programs and in part because of 
world price movements associated with the defense build-up of the free world as a 
whole. As the European defense programs expand, and industry and manpower 
are directed toward defense rather than producing for export, many Furopean 
countries are unable to cover fully with current earnings the cost of imports that 
are essential to the rise in total output, which in turn is needed to make the 
increased defense expenditures possible. 

To meet these problems it will be necessary for the European countries to take 
additional measures to facilitate allocation of resources to defense and to prevent 
internal inflation. But in addition to such measures, the Furopeans will need 
United States defense support to help cover the cost of imports if the expansion 
of their own defense build-up, which constitutes the largest part of the Lisbon 
plan of action, is not to be interrupted. 

The mutual security program also includes assistance to certain Kuropean 
countries not ineluded in the Lisbon plan as such. Greece and Turkev, kev 
barriers to Soviet expansion into the eastern Mediterranean, are maintaining large 
forces which are now being integrated into the North Atlantie Treaty defense 
system. Through militarv assistance and defense support we will continue to 
assist them in carrying this heavy burden. This budget also includes funds for 
military assistance and defense support to help maintein the independence of 
Yugoslavia, which stands as an example to Soviet satellites that inderendence 
ean be achieved. For Austria, which is still partly occupied by Soviet troops, 
the program includes special provision for economic assistance to help that country 
survive and grow in strength despite Soviet-created difficulties. Ineluded in the 
defense support figure are special funds for technical assistance to increase in- 
dustrial productivity and for the development of basic materials. 


Il. THE MUTUAL SECURITY PROGRAM IN OTHER AREAS OF THE FREE WORLD 


The vulnerability to internal and external aggression of many parts of the non- 
European free world, especially the Middle East and Asia, requires that we make 
the strongest efforts to help these areas gain in strength and stability. 

Our mutual security program for these areas, as compared with Europe, places 
proportionately more emphasis on economic aid and technical assistance than on 
supplving militarv equipment. So long as conditions exist to feed the fires of 
communist agitation—conditions of poverty, disease, illiteracv, and economic 
stagnation—there will be the continuous danger of subversion and interne] 
collapse. These problems are deep rooted and stubborn, but thev can be solved. 
Under the Act for International Development and other legislation, this country 
adopted a long-range poliev of working directly with the underdeveloped coun- 
tries to help them solve these problems and lay a firm foundation upon which they 
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ean build with their own resources. This policy has helped them to achieve 
progress within their own economies, and to increase their contribution of vital 
raw materials to the rest of the free world. In each instance our assistance is 
predicated on the maximum possible effort by the recipient country to solve its 
own problems. 

In the Middle East, events during the past year have emphasized the urgency 
of achieving stability and more adequate defenses. Much can be accomplished 
by programs of technical assistance to deal with basic problems of low productivity 
which underlie much of the region’s difficulties. This budget provides funds for 
our contribution for the second year of the 3-vear program for integration of 
Arab refugees, and other funds for assistance to the Arab States, Iran, and Israel, 

In all the countries of South and Southeast Asia, the assistance provided 1n this 
Budget is of urgent and vital significance to the security of the free world. Stand- 
ards are low, expectations are high, and newly independent governments do not 
yet have the training and organization to carry on adequate programs of internal 
security and economic development. With every difficulty being exploited by 
the Communists, the nature of the threat requires more rapid results, and more 
intensive aid from the outside, than would otherwise be necessary. 

In the Far Kast, the mutual security program for the fiscal year 1953 will pro- 
vide for a continued flow of military equipment, to assist the troops of France and 
the Associated States of Vietnam, Laos, and Cambodia, in their gallant fight 
against the communist insurgents in Indochina. We are providing, and will 
continue to provide under this Budget, military equipment and other supplies 
to the Chinese forces defending Formosa. Philippine troops, with weapons sup- 
plied under the mutual security program, are making good progress in suppressing 
the communist Huks who have been a dangerous threat to the economic and 
political development of the republic. 

The needs of Asian countries for economic and technical assistance vary sub- 
stantially from country to country. In some countries, like Formosa and Indo- 
china, active fighting and militarv preparations make it necessary to carry on 
programs closely related to the support of military objectives. In other countries, 
the threat takes the form of internal subversion, and the countries need our tech- 
nical and economic help in mastering the complex problems of developing and 
organizing their resources for the welfare of their people. In India, for example, 
the government has undertaken a large-scale program designed to increase food 
production, largely through community agricultural extension activities. Most 
of the effort is Indian; but the technical and material aid from the United States 
is a vital component which is necessary if the great indigenous effort is not to fail. 

In Latin America it is essential that we continue our part of the jointly financed 
programs of technical assistance, which are making an important contribution 
toward solving problems of health, education, and agricultural productivity. 
The Latin-American economy continues to attract a large flow of private American 
capital. Key development projects, including those for strategic materials, 
will continue to be financed primarily on a loan basis, especially by the Export- 
Import Bank under its recently increased loan authority. This Budget also 
contains limited funds for military assistance to Latin America. 

In addition, this Budget contains provisions for (a) contributions to Technical 
Assistance programs of the United Nations and the Organization of American 
States, (b) a contribution to the Provisional Intergovernmental Committee for 
the Movement of Migrants from Europe, (c) the payment of ocean freight charges 
on shipments of relief supplies and packages to various areas, and (d) contribu- 
tions to the United Nations International Children’s Hmergeney Fund. 

Mr. Woop. I think perhaps I can save the time of the committee 
by taking just a few moments to lay the general ground work. 

We are going on the assumption now that from this point on you 
want to dig down into the figures; that vou have heard adequate testi- 
mony on the general foreign policy aspects of this program we are 
talking about, including the domestic fiscal and budgetary aspects, 
and we propose to go into the figures. 

We would like to start, if it pleases the committee, with title 1. 

Mr. Wiae_eswortnu. I thought we were going to have an over-all 
statement before we took up the individual titles. 

Mr. Woop. I was planning on an over-all statement as to each title, 
Mr. Wigglesworth. 








296 


Mr. Gary. What Mr. Wigglesworth wants is a statement of the 
over-all amount. 

Mr. Woop. What I had in mind, subject to your approval, of course, 
is that we would move on to title 1, which, as you know, covers 
Western Europe, military and defense support and economic—and 
take up within that title, first, what we call the Lisbon plan countries 
plus Germany. 

Mr. WiacieswortH. Mr. Chairman, I would like at some point— 
and I think logically it ought to come in under the over-all picture— 
to obtain certain information. 

Mr. Gary. All right, sir. 


OBLIGATIONS, EXPENDITURES AND CARRY-OVERS 


Mr. WiccLesworta. For instance, last year, you gave us a table 
which set forth on a single sheet by title and by object of expenditure 
under each title certain obligation and expenditure data. For each 
title and for each object of expenditure under that title there was 
shown the unobligated balance carried over from fiscal 1951, the new 
funds available in fiscal 1952, and the total available for 1952, the 
adjustments that had been made, the 1952 obligations as of March 
31, 1952, and estimated as of June 30, 1952, and the total estimated 
unobligated balance as of June 30, 1952. You gave similar data for 
expenditures, so that we could see the whole picture by title and by 
item. 

Mr. Woop. That table is now in the final stages of preparation, 
Mr. Wigglesworth, and will be available tomorrow, on exactly the 
same basis. 

Mr. Wiaaiesworrtn. If there is no objection, I think it would be 
well to insert that, perhaps, at this point in the record when it is 
ready. 

Mr. Gary. That will be done. 

Mr. Woop. We had such a table prepared but had to change it 
again in the light of the conference report, as you know. 

(The matter referred to follows:) 
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302 
AUTHORIZATIONS AVAILABLE 


Mr. WicGLeswortn. Now, what authorizations, if any, are avail- 
able over and above the figure carried in this bill for fiseal 1953? 

Mr. Woop. The authorizations made by the authorizing legislation 
consist of those sums which will have been unoblizated as of the end 
of the fiscal vear, which it is estimated will run about $500 million. 

There is one other item, Mr. Wigglesworth. I do not want to go 
into too much detail unless you want it, but there is one other item in 
connection with the Korean program, where we have asked for a 
reauthorization of funds amounting to $45 million which had not been 
appropriated last vear, and we are asking also for an appropriation 
of this amount. All of the amounts of the authorizations, including 
the carry-overs, are in the figure which I gave vou just a moment ago— 
the total appropriation request of $6,492,730,000. 

Mr. WieGLeswortn. That includes not only the figure carried in 
H. R. 7005 but also any unobligated funds carried over. You gave 
us $500 million as vour estimate of the carry-over in terms of obliga- 
tions. What is vour estimate of the carry-over in terms of expendi- 
tures? 

Mr. Woop. The unexpended balances are estimated at about 
$9,182,000,000 for the total program. 

Mr. WicGLeswortnH. Those carry-overs are from fiscal 1952—— 

Mr. Woop. And prior years. They are obligated but unexpended 
balances of prior appropriations, and they are, of. course, estimates 
as of the end of the fiscal vear. 


EFFECT OF LIMITATION ON EXPENDITURES 


Mr. Gary. In view of that fact, any limitation on expenditures in 
this bill would be very serious? 

Mr. Woop. Oh, extremely serious—just as it would in the Defense 
Department appropriation. It would force the stretching out or 
nonacceptance of deliveries of matériel which has been ordered out 
of prior appropriations and is in the production process now. There- 
fore, it would decrease the rate of acceptance of goods and therefore 
the delivery to our allies of those goods. 

Mr. WiaGieswortn. It might slow those deliveries down to the 
extent of 30 or 60 days? 

Mr. Woop. It will depend on the limitation. If we have a low 
limitation, it would slow them down considerably more. 


TRANSFER AUTHORIZATIONS 


Mr. WicGLeswortn. There are in this bill, with a view to obtaining 
flexibility, certain transfer authorizations? 

Mr. Woop. That is right. 

Mr. Wice_esworrn. For instance, | know in title 1 there is a 5 
percent authority to transfer from n ilitary aid to defense support or 
vice versa. 

Mr. Woop. ‘Ten percent. We origmally had asked for 5 percent in 
the legislation this vear. 

Mr. Wice.esworrn. It was changed to 10 percent in the Senate 
and agreed to thereafter? 

Mr. Woop. That is right. That is the same as it was last vear. 
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Mr. WiGcGLeswortH. What else is in there? There is another 10 
percent authorization as between titles; is there not? 

Mr. Woop. There is a 10 percent authorization for transfer as 
between titles, provided—— 

Mr. WicGiteswortu. Provided vou stick to military classifications, 
or economic classification? 

Mr. Woop. That is right—military or nonmilitary classifications. 
In other words, you cannot under the law transfer military end item 
funds ia one title to economic or defense support or technical assist- 
ance or economic assistance in another title. You have to transfer 
military end item funds to military assistance. 

There is also a third transfer provision within title 2 which permits 
the transfer of military end item funds in title 2 from the countries for 
which they are destined in the request to other countries in that area. 

Mr. Gary. In that area, or in that title? 

Mr. Woop. In that title, ] should have said. 

Mr. WicGLesworrn. It is limited to that title. You cannot take 
title 2 funds and put them in title 1? 

Mr. Woop. You could under the other provision. 

Mr. WicGLesworrH. You could under the other provision? 

Mr. Woop. Yes; you could. 

Mr. WicGLeswortH. Now, we had authority to transfer this year, 
did we not, to the United Nations Korean Reconstruction Administra- 
tion—is that what you call it? 

Mr. Woop. The United Nations Korean Reconstruction Agency. 

Mr. WiccG.ieswortn. Is there any such transfer authorization in 
this bill? 

Mr. Woop. That has been deleted. There is, however, in this 
vear’s request or in this vear’s authorization legislation a provision 
that when, as, and if hostilities cease and that agency of the United 
Nations takes over, up to $67.5 million of the goods in the Army’s 
pipeline which are now, and will continue, so long as the Army 
administers this program, in the pipeline for these purposes in Korea, 
may be transferred to the United Nations agency when it takes over. 
There is that aspect of authority to transfer. 


FUNDS TRANSFERRED, FISCAL YEAR 1952 


Mr. Gary. 1 wonder if you could give us a table showing the funds 
that were transferred during the present fiscal vear? 

Mr. Woop. That has been prepared. 

Mr. Gary. Will vou insert it at this point in the record? 

Mr. Woop. Yes. 


(The matter referred to follows:) 


Transfers of funds under the Mutual Securtty Act of 1951 


Date of transfer Amount Authority From To 


Feb. 4, 1952___- $478, 160,000 | See. 101 (b)__..._.| Title I military funds Title I economic funds 
May 2, 1952. . 153, 194,000 | See. 513__- ‘ ..do : Title ILI military funds. 


Mr. Wiceieswortu. Is there any other transfer provision in here 
that we have not covered? 


20806—h2 20 
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Mr. Woop. I am reminded of one other which is in the authoriza- 
tion legislation. In title 2, the authorizing legislation, contrary to 
what was done last year, separates out two special programs in the 
area—two special economic programs. One takes care of the so-called 
Palestine refugees which are Arabs who have been displaced from 
their homes in Israel and are now in other areas, many of them in 
camps. The second one is a special program for imports into the 
state of Israel to help finance those refugees from Europe who have 
gone into Israel. ‘There is a provision that permits the adminis- 
trator, if it is found that the funds indicated for those two special 
programs are not required in their entirety for those two purposes, 
to transfer or use any residuum of those funds for other purposes of 
the programs in title 2. 

Mr. WiGGLeswortH. It is also limited to title 2? 

Mr. Woop. It is also limited to title 2. 

Mr. Gary. Can he transfer from one to the other? 

Mr. Woop. No. It is not a two-way move. 

Mr. Gary. I mean can he transfer from the Arab Fund to the Israel 
Fund, or vice versa? 

Mr. Woop. No; I am quite sure the legislation does not provide 
for that. It is a transfer out of either of these two funds to other 
purposes of the title. 


EMERGENCY TRANSFER AUTHORITY 


Mr. Wiaaieswortn. How do you construe the provision before the 
Strategic Materials Section in the conference report, which says: 

Not more than $100,000,000 of the funds made available under the Mutual 
Security Act of 1952, of which not more than $20,000,000 may be allocated to any 
one country, may be used or supplied without regard to any conditions as to 
eligibility contained in this act, or any other act for which funds are authorized 
by this act, when the President determines that such use is important to the 
security of the United States. * * * 

Mr. Woop. That was a provision put in by the House Foreign 
Affairs Committee. The purpose of it was to give some flexibility in 
situations such as had developed under a provision in the act last 
year. Sections 511 (a) and (b) set out some fairly rigid conditions 
concerning assurances required from countries wn order to qualify them 
to receive aid. We had some problems with a number of countries, 
notably Iran, Burma, and Indonesia, where, due to certain conditions, 
they found it difficult to give assurances in exactly the terms of the 
statute, even though ip substance they agreed with them. 

Mr. Wiacieswortn. Will this permit transfers between titles, say, 
in addition to the other transfers we were talking about? 

Mr. Woop. No, sir; it will not. 

Mr. Wiecieswortu. This is strictly in respect to countries not 
specifically included in the program? 

Mr. Woop. No, it is limited to countries that are specifically in- 
cluded in the program, but it makes it possible to give aid within 
those limits to a country which may not find itself able to meet cer- 
tain assurances or conditions, and the aid so authorized is limited to 
the amounts stated. 

Mr. Gary. It would not increase the aid, but there are certain 
restrictions which prohibit the aid provided in the act unless the 
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countries meet certain requirements, and this provides that in case of 
an emergency where the national security is involved you would be 
permitted to give them the aid set forth in the act even though they 
do not meet the requirements prescribed? 

Mr. Woop. That is exactly it. And, of course, it is limited in 
amount and also, as you will see by the provision, we must immediately 
notify the Committee on Foreign Relations of the Senate and the 
Committee on Foreign Affairs of the House of Representatives. 

As I said, Mr. Wigglesworth, you will recall from previous experience 
in these programs that we do put before you our best estimates of the 
amount of aid or assistance we think is needed for each country; 
but Congress—I think quite wisely—has never frozen this. We do, 
as conditions in the world change and the need here is greater and 
the need there is less, shift from country to country. There is no spe- 
cial legal provision in the law that makes it impossible for us to shift 
within a title and give somewhat more assistance to the United 
Kingdom than the illustrative figures we put before you and some- 
what less assistance, for instance, to France. That flexibility has 
always been an element of the program—flexibility between countries, 
not titles. 

USE OF EXCESS EQUIPMENT 


Mr. Wiacieswortn. Now, is there a provision in this bill for the 
use of excess equipment, if any, such as we had last year, over and 
above the dollar figure? 

Mr. Woop. There is and has been in the basic legislation authority 
to use excess equipment. There is a provision in the bill this year 
for an increase ip the ceiling previously established. The increase is 
$200 million m the amount of excess equipment that may be so used. 
That is and has been a cumulative ceiling. It is the estimate of the 
Department of Defense that we can usefully use an amount of excess 
equipment in this coming year which, if it were added to the amounts 
previously used, would exceed the ceiling which was in the legislation 
last year. Therefore, we have requested—and the authorizing com- 
mittees have granted the request—that the ceiling be raised by 
$200 million in this coming year. 

Mr. Wiccieswortn. In other words, that gives you the possibility 
of $200 million more? 

Mr. Woop. $200 million more than the present ceiling. That 
would not cut off the present ceiling. 

Mr. WicGLtesworrH. You have pretty nearly exhausted your 
authority. This gives you $200 million more? 

Mr. Woop. That is correct. 

Mr. WiaGieswortH. What about the item with a $1 billion trans- 
fer possibility? 

Mr. Woop. The so-called Herter provision? 

Mr. WiaGieswortnH. Yes. 

Mr. Woop. The provision finally adopted in the authorizing legis- 
lation is exactly as it was Jast year. In other words, it is permissible 
to transfer items bought with Defense Department funds from their 
program to the Mutual Security Program but only on reimbursement 
to the Department of Defense out of Mutual Security appropriations. 
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OTHER FUNDS AVAILABLE OVERSEAS 


Mr. Gary. You have given the figures on the balances in these 
funds. Now, what other funds are available in these countries for 
use under this program? 

Mr. Woop. None, unless you are referring, for example, to the 
expenditures of the United States Armed Forces in these countries 
which, of course, do result in the acquisition of dollars by the central 
banks in these countries. There are, of course, also the earnings of 
these countries from their own exports to the United States. 

Mr. Gary. But vou have certain surplus property credits or other 
credits of local currencies. 

Mr. Woop. Those are not allowed to be used for this purpose. We 
do, as of course you know, have deposits of counterpart funds which 
are commensurate with the amounts of dollar aid granted these 
countries. Counterpart funds, of course, are not deposited against 
military end items or training expenditures requested in here nor 
against funds loaned. <A grant, in the form of defense support, or 
economic assistance does generate counterpart funds, of which last 
year 95 percent were for use, with our consent, by the countries them- 
selves, and 5 percent were for the use of the United States. This 
vear the authorizing legislation prescribes that 10 percent shall be for 
the use of the United States and 90 percent for the use of recipient 
countries. 

Mr. Gary. Now, can vou give us the over-all picture on the counter- 
part funds on hand, estimated, as of June 30? 

Mr. Woon. Yes; we have those figures, and I can insert them in the 
record. 

Mr. Gary. Insert them at this point in the record. 

Mr. Woop. I will be glad to do so. 

Mr. WicGiesworru. Is that by country? 


SUMMARY OF COUNTERPART FUNDS 


Mr. Woop. Yes; we have a very complete story on that, showing 
the totals and by countries and the various purposes for which these 
funds have been released and have been used, country by country. 
You will find that a very complete statement. 

Mr. Gary. You will insert that at this point in the record. 

Mr. Woop. I will be very glad to do so. 

(The matter referred to follows:) 





Status of European local currency counterpart accounts under Public Laws 472, 84, 
and 389, as of Mar. 31, 1952 


[Dollar equivalents of the local currency in millions of dollars} 





Public Law 472 











Ea My : ae ee ‘ _| Other 
Public 
Adjusted dollar équivalents Laws ! Total 
| of déposits om: | Total ap- 
: deposits 
Country | Aid inl | ———— | available proved 
: quiring fay anitinis for with- 
counter- | Deposits 5 percent jos jarcey nen | drawal 
| ar 5 aah , 95] it try use 
part for use by far tae be 
| deposits Total | _ the sniang | otal 
ha recipient 
United | countries 
States : 
Cumulative, Apr. 3, 1948- Mar. 31, 
Total ------/$10,375.8 $10,298.0 $9, 528. 3 | $9, 070.1 $598.0 | $9, 668.1 
Austria... _- 841.3 $11.4 “663. 1 633. 6 112.1 745. 7 
Belgium- Luxemburg 24.2 22.2 21.8 20.5 20. 5 
Denmark__-__. i 257.8 257.0 224.8 213. 5 213.5 
France i 2,450.8 | 2,450.8 2,425.4 2, 316.7 308.9 , 2,625.6 
Germ: any ~ (Federal 
Republic) _ _- : 1, 346. 2 1,344.7 | 21,138.9 60.7 1,078.2 31,078. 2 967.9 
Greece es: 868. 9 852. 2 805. 7 38.4 767.3 3.8 770.6 359. 4 
Iceland __- 3 18.8 18.7 17.2 0.9 16.3 Ps 16.8 5.8 
re 18. 2 18.0 18.0 0.9 17.1 17.1 (4) 
Italy. __- 1, 008.8 987.8 957.3 48.7 908. 6 173.4 | 1,082.0 974.8 
Netherlands____._- 888. 0 $54.1 $12.0 39.8 772.2 772.2 554.8 
Indonesia *_____-. 114.9 114.9 48.2 1.8 43.4 eS 
Norway. -- ee 364. 6 363.8 350, 2 16.5 333. 7 333. 7 200.9 
Portugal. x 21.2 20.6 20.1 1.2 18.9 18.9 18.4 
Trieste... ._- Ne 35.8 35. 6 1.8 33.8 0.3 34.1 32.0 
Turkey___. H 119.4 129.9 §.3 124.6 124.6 124.6 
United Kingdom. 1, 933. 6 1, 840.6 87.4 1, 753. 2 1, 763.2 1, 761.7 
Yugoslavia. . grey 64.7 19.5 1.0 18.5 18.5 
Period, July 1, 1951-Mar. 31, 1952 
ol ee $1, 204.2 $1,450.9 $1,355. 4 $68.7 | $1, 286.7 —$0.2 9 $1, 286.4 $1, 277.1 
Austria. ... } 8 A 125. 6 121.6 5.1 116.5 1.4 117.9 107.7 
Belgium-Luxem- 
burg 7” ; | 21.2 19. 2 19. 2 1.0 18.2 18.2 4) 
Denmark ‘ 31.7 87.7 37.7 1.9 35.8 5.8 — 
France... 5 ; 285. 1 348. 2 348.2 17.5 330. 7 —3.7 327.0 343. 1 
Germany (Federal 
Republie) oe 32.4 216.5 7 158.3 10.8 147.5 147.5 125.2 
(reene....... i 166.3 180. 2 180, 2 9.0 171.2 2.0 173. 2 30.6 
Iceland __- 5. 0 6.1 6.1 3 5.8 6.7 4.9 
Ireland . ; 7.6 11.0 11.0 5 10.5 10.5 4 
Italy. 139. 4 173.4 73.4 8.7 164.7 ia 164.5 210.1 
Netherlands _. 73.9 QS. 8 OS. 7 4.9 13.8 93.7 51.6 
Indonesia 5 ‘ Y 9 4) Y ; 9 ies 
Norway. ...- : 26. 7 0.7 10.6 1.6 29.0 29.0 ‘A 
Portugal. - 3.0 2.4 2.4 .8 2.1 2.2 0 
Trieste. _..-. . 2.9 5.8 5.8 3 5.5 ; 5.8 5. € 
Turkey 18.0 SR. 4 58.4 LZ 6,7 i, 7 90.4 
United Kingdom : 78.6 S3.4 83.4 4.1 79.3 79.8 104.9 
Yugoslavia. _.....- 64.7 42.6 19.5 1.0 18.5 18.5 e oa 


' Includes only the unencumbered portions of deposits for which MSA/EC A is responsible for approving 
the utilization 
? Excludes the equivalent of $109 million transferred to the GARIO counterpart account in Germany. 
3 Exclud¢s the equivalent of $95.2 million, balance of GARIO counterpart funds remaining after disburse- 
ments which have been requested by the United States. 
4 Less than $50,000. 
§ Aid furnished from European program funds. 
§ Includes advance deposits 
7 Excludes the equivalent of $58.2 million transferred to the GARIO counterpart account 
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Status of United States (5 percent) portion of European counterpart funds under the 
Foreign Assistance Act of 1948, Public Law 472, as of Mar. 31, 1952 


[Dollar equivalents of the local currency in thousands of dollars] 





| Available for United | | Trans- 
States use } 


Obligations fers to 


other 
l U.8., 


| } Gov- 
|Admin- Strate- | a. Pome ssl ern- 
| posits 1 | : Total | istra- | gicma-| “,.\° aad | ment 
ew ; mis- | able | | tion | terials | ponses| other | 2fe- 

sions | hoo cies ? 





| | | 
Trans- | | 

| fers he-| Net 
| - | i > } 
De | tween | avail- | 


Country 





Total 58, 173 $458, 173 $299, 542 ($45,125 $195, 527 | $1,437 |$57,453 | $59, 931 


| Se ve ee A) 2 are 9,518 | 10,93 | 1,326; 65,113 | 1} 3,653} 9,878 

Belgium—Luxemburg..!} , 262 | abl . 262 | 629 | > fy eee 6 56 84 

Denmark 11, 328 | 11, 328 4, 368 | 901 2, 662 67 | 738 

France........ ..| 108, 6 | 110,263 | 471,819 | 24,058 | 27, 334 910 | 19,517 

Germany (Federal Re- | | | | | | 
public) 60, 67 | 60,671 | 40,172 | 2,467 | 

RS EE SEE 38, 4: | 38,430 | 10,588 | 1,959 | 

en S75 875 | 101 97 | 

| RRR tee eee A eee 903 | 329 289 |. 

rtaiy..... cikvonaieu all , 65g 49,059 | 42,762 | 5,058 | 

Netherlands. .. __-- | 9, , 579 38,221 |; 15,850] 1,172 | 

Ingonests $1.2. ........ of 4,837 | 3,824 | 613 | 

PO WOF. soos. cescc cst EE, Oba d....|) BE Bes | ees 686 

Portugal ‘ 5 ae és 1, 189 792 | 530 | 

yi. wees eS ’ ,7i8 1, 378 | 436 252 |. 

i eS aS -..---| 8,281] 2,357 | 1,449 | 

United Kingdom 37, 43! | 87,435 | 80,564; 3,584 | 

Yugoslavia : wenal* 2a 120 | 7 





1 Includes interest received on bank deposits in Austria, Denmark, France, Iceland, Ireland, Italy, Portu- 
gal, Trieste, and United Kingdom. 

2 Includes transfers te U. 8. Treasury, but excludes temporary advances to MDAP and USIS. 

3 Includes 7,617,000 Belgian francs (equivalent to $152,000) in excess of 5 percent total counterpart deposits. 

4 Includes expenses of the European office. 

5 Includes transfers to MSA Far East program: France, 983,000,000 franes ($2,807,000) and United King- 
dom, 553,000 pounds ($1,548,000). 

¢ Aid furnished from European program funds. 

7 Includes 5,300,000 escudes (equivalent to $184,000) in excess of 5 percent of total counterpart deposits. 








309 


Status of United States (5 percent) portion of European counterpart funds under the 
Foreign Assistance Act of 1948— Public Law 472—July 1, 1951-—Mar. 31, 1952 


(Dollar equivalents of the local currency in thousands of dollars) 




















Available for United ae Trans- 

States use Obligations fers to 

other 

j | U.S, 

Country | | Trans- : Gov- 

| De- |fersbe-; Net | Admin- Strate- pal a ern- 

ab tween | avail- | Total istra- | gic ma-| “" "5 a ment 

| Posits! | “inis. able | tion | terials ex- | and | agen. 

| | sions | | penses | other cies 2 
_ i | Fe | $68,859 |__._....) $68,859 $112,762 |$10,718 | $89,361 | $1,437 $11, 246 $8, 403 
pS Ee ae eee | if ae 5,140 | 6, 208 235 5, 113 i. hes 
Belgium-Luxemburg.__-} ot ee 960 166 | | Ae 6 | 13 84 
LE, Ra ae | fo 1, 883 2, 616 235 2, 100 67 214 9 
ENE occu At ccaed 7, 437 1, 579 19,016 | 320,044 | 5,172 9, 792 910 4,170 2, 158 

Germany (Federal | | | 

Republic) - ........-.- | 10,827 |........] 10,827 | 23,625 612 21, 921 ie eS es 
oO, SEES Y -9010:15..5.-..) 9.000 6, 893 449 5,977 1 466 2, 038 
OS eas ay a ; MS 308 25 of l 2 100 
Ireland _.....-- Ppmincn aril | eS 557 | 123 | i 4 Rees + | 25 
ee oe 8, 712 400 9, 112 10, 889 1, 192 6, 829 | 20 2, 848 705 
Netherlands. ..._._..__- 4,936 —1, 579 3, 357 4, 026 | 308 3, 327 25 366 29 

DRIED Fog cmc } (a Pee 47 438 i ne : 28 iS ee ; 
BREE ~ octcviciwsnens i 4 eee 1, 528 10, 367 141 10, 150 47 29 144 
Cy Ss, Seer fase. xii 5 308 284 142 122 4 Se 
OP 293 — 400 —107 78 TE liiaacoxtanisouwen =| | a ss 
RNY 2 onan mcnnkane ep Se Sees 1,704 | 1,008 463 114 11 420; 1,532 
United Kingdom. ._---. ye Se ee 4, 187 25, 852 923 23, 916 298 715 | © 1,476 
py Se tae 7 1, 020 120 EU], Reena PReROeS 3 | 103 





1 Includes interest received on bank deposits in Austria, Denmark, France, Iceland, Ireland, Italy, Portu- 
gal, Trieste, and United Kingdom. 

2 Includes transfers to U. S. Treasury, but excludes temporary advances to MDAP and USIS. 

3 Includes expenses of the European office. 

4 Aid furnished from European program funds. 

§ Includes 5,300,000 escudos (equivalent to $184,000) in excess of 5 percent of total counterpart deposits. 

6 Includes transfers to MSA Far East program—£ 205,000 ($574,000). 
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TasLeE 3.— MSA/ECA approvals for withdrawal of European counterpart funds 
and actual withdrawals, Public Law 472, Mar. 81, 1952 


u ollar equivalents of the local currency in millions of a 


Apr. 3, 1948-Mar. | July 1, 1951-Mar. 
31, 1952 31, 1952 
' 
Purpose es: Gece Pe ad ge 
|Approv ed rs |Approved 
for with-| , With: (ioe with. | ,With- 








| | 
| drawal drawals | | drawal | drawals 

' 
a 2 ; . ae Kast lbe Sed ae een ee: ee 

| | 
Total | $7, 704.0 | $7,383.56 | $1,285.4 | $1, 184.5 
Monetary and financial stabilization 2,377.2 | 2,179.8 | 260.4 | 63.0 
Debt retirement 2,377.2 | 2,179.8 | 260.4 | 63.0 
Promotion of production 3, 929. 1 3, 833. 5 571.8 | 667.3 
Agriculture 656. 7 66.2 | 67.1 
Land gpa ation. ; 166.1 17.6 | 18.0 
Research and extension services 34.0 8.9 | 8.9 
Forestry 3.8 2.6 2.6 
Other agricultural programs .8 37.1 37.6 
Extractive industries 5 37. 37.8 
Coal mining 3.5 | 35.1 | 35..1 
Other mining and quarrying 13.0 | 273 2.7 
Manufacturing 52.8 166.7 207.1 
Primary metals 332. 8 329. 4 51.7 $1.7 
Machinery ee 231.2 188. 0) 70.0 | 110.0 
Pulp, paper, and paper products 37.1 37.1 | 10.2 | 10, 2 
Chemicals, except fertilizer 30.2 30.2 | 4.0 4.0 
Basic textiles 30. 6 30.6 | 4.7 | 4.7 
Fertilizer 19.8 19.8 } 2.3 | 2.3 
Food products, manufacturing 19.4 19.4 9.3 9.7 
Petroleum and coal products. --- 14,2 14.2 | —.1 —.1 
Stone. clay, and glass products 12.5 | 12:5 | 3 | .3 
Lumber and sawmill products ‘ 6.9 6.9 3 | 3.3 
Rubber and rubber products 4.0 4.0 | 1} 1 
Miscellaneous manufactures 61.8 7 10.9 | 10.9 
Transportation, communication and utilities 1, 584.3 1,5 3 147.0 | 156.6 
Electric, gas, and power facilities s RAG. 5 5 57.7 57.7 
Railroads 425.9 54.3 | 56.8 
Merchant and fishing fleet 123.4 8.1 15.2 
Roads and highway bridges 66.3 4.1 4.1 
Communication facilities 44.4 14.6 14.6 
Waterways and harbors 36, 7 6 6 
Water Systems 21.1 8.5 8.5 
Airports 7.0 7.0 8 —.8 
Deficiency materials 38.9 38.9 an a 
Technical assistance 20. 2 20. 2 5.1 5.5 
Loans to commerce and industry, NEC__ 16.9 16.9 7 Be i 
Undistributed__- é 1 327.6 1 307. 2 147.3 191.5 
Other purposes 1,147.8 1,140.3 203.3 224.3 
Construction of public buildings and housing facilities 662.7 661.4 140, 2 165.3 
Housing 641.3 (41.3 135.3 161.7 
Public buildings 21.4 20.1 4.9 3.6 
Special relief projects ‘ 160.0 ; 160.0 12.0 12.0 
Care of refugees and miscellaneous social services 32.0 132.0 10.8 10.8 
Health and sanitation 14.9 14.9 1.0 1.0 
Transportation of relief packages : 13.1 13.1 2 2 
Payments to German exporters 143.7 143.7 : 
Pourism : 39. 2 39. 2 5.3 5.3 
Undistributed 142.2 136.0 45.8 41.7 
Military production, construction, and matériel 2 249.9 229. 9 2 249. 9 229.9 


! Undistributed promotion of production includes some releases which will be distributed to military 
production, construction, and matériel. 
Funds actually released from the special accounts. Additional agreements for which programs have not 
yet been developed bring the total amount earmarked for milit: iry construction, production, and matériel 
to substantially more than the equivalent of $500 million 





TaBLE 3A.—Stalus 


31] 


as of Mar. 81, 1952 


Purpose 


Deposits in special account 


USE OF FUNDS 
Total approved for withdrawal 
Withdrawals 
Purpose of withdrawal: 

Debt retirement 


Promotion of production 
Agriculture 


Farm credit 

Land reclamation 

Forestry 

Other agricultural programs 


Coal mining 
Manufacturing 


Petroleum and coal products 
Electrical machinery 
Primary metals 
Fertilizer 
Stone, clay, and glass products 
Chemicals, except fertilizer 
Miscellaneous manufactures 
Transportation, communications and 
utilities 
Electric, gas, 
Railroads 
Merchant and fishing fleet 
Communication facilities 
Waterways and harbors 
Roads and highway bri 
Water systems 
Technical assistance 
Undistributed 


and power facilities 


Other purposes 


Housing 

Public buildings 
Tourism 

Miscellaneous social sery 
Health and sanitation 
Undistributed 


ie 
ices 


To be withdrawn 
Promotion of production 


Agriculture 
Airports 


Other purposes 
Miscellaneous social services 


| Total 
j 


| 


| Dollar | 
| equiv- 
alents 
| (mil- 
j lions o 
| dollars) 


| 


Austria 
C0 
Local Dollar 
equiv- 
| alents 
(mil- 


rency 


of local currency counterpart funds, Public Laws 84 and 389) 


France Italy 


Local 
cur- | 
reney 
(bil- 


Dollar | 
equiv- 
alents 
(mil- 


Local 
cur- 


Dollar 

equiv- 

alents 
(mil- 


lions of | iions of | lions of | lions of | lions of 


dollars) 


francs) | dollars lire dollars) 


| Includes only those portions of deposits which were unencumbered at the time MSA/ECA 4 


sponsibility for approving utilization 
? The balance of 71.0 million schil 


illings not withdrawn from the Publie Law 84 


ind 3889 accounts has heen 


transferred to the Public Law 472 account and utilization of this balance will be shown along with Public 


Law 472 counterpart funds. 
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SURPLUS PROPERTY CREDITS 


Mr. Gary. Reference has been made in the committee and on the 
floor of the House to certain credits that are due the United States by 
reason of the sale of surplus materials. What is the situation as to 
those credits? 

Mr. Woop. Where those credits were loans, such as Export-Import 
Bank loans requiring repayment in dollars, they are just like any other 
dollar obligations of those countries. The countries are repaying them 
on regular schedules of repayment 

If you wish, we can also insert in the record complete data on that 
subject as well. 

Mr. Gary. I would like to have that. You referred to repayment 
in dollars. Is not a great part of this repaid in local currencies? 

Mr. Woop. A considerable part of the surplus property credits are 
also repaid in local currencies. They are not available, however, for 
the use of the Mutual Security Program. They are available, I believe, 
for purposes such as the Fulbright scholarships, exchange of persons, 
and so forth. I believe they also have been available for the acquisi- 
tion of real estate and buildings and things of that sort. They do, 
however, under the law have to be purchased from the United States 
Treasury with appropriated dollars by the agency which is to be using 
them. 

Mr. Gary. They are subject to appropriation? 

Mr. Woop. That is correct. 

Mr. Gary. Those funds are not available to you unless specifically 
appropriated for the purpose? 

Mr. Woop. And unless we, in fact, use appropriated dollars to 
purchase them from the Treasury of the United States. 

Mr. Gary. As a matter of policy, do you use local funds whenever 
you can rather than using dollars? 

Mr. Woop. Yes, sir. In general in this program we have had 
adequate local currency and counterpart funds generated as a result 
of dollar assistance which has been given under this program, and I do 
not believe we have in fact had to buy local currency. There was one 
case, | understand, where under the mutual defense assistance program 
we did buy some German currency. 

Mr. Gary. Will you insert tables in the record at this point to give 
us the complete set-up of those credits? 

Mr. Woop. I think that can be done. 

(The matter referred to appears on p. 858.) 


OBLIGATIONS AND Exprenpirures, TotaL ProGRAM 


Mr. Wicc.eswortu. I would like to get a table that would show, 
one, obligations month by month, beginning, say, January 1 of 1951, 
and one which would show expenditures month by month for that same 
period, by title and object of expenditures within the title. 

Mr. Woop. We have that, Mr. Wigglesworth, up through April 
30 on an actual basis. 

Mr. Wiacieswortn. That would be satisfactory if it started, say, 
back at the beginning of the calendar year 1951. 
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Mr. Woop. I think in all our consideration of these questions, 
particularly as to funds appropriated last vear, it must be kept in 
mind that we actually got our money on about October 31, last year. 
There was a very real problem of delay there. 

Mr. Gary. Mr. Wigglesworth, we have a table here which may give 
the information that vou want. 

Mr. WiaaLtesworrtu. I think this would be satisfactory if they 
would bring it up to date. 

Mr. Gary. This one is up to the Ist of April. 

Mr. Woop. We can add April now. 

Mr. WicGLesworru. 1 notice a negative obligation figure here in 
one month. What does that mean? 

Mr. Woop. That will occasionally occur where some funds have 
been deobligated because of inability of the contractor to deliver 
under a particular contract, or the unavailability of a certain item. 
In such cases we may finance the purchase of a substitute item and 
reobligate the funds for this purpose. 

Mr. Gary. Insert that table as revised in the record at this point. 

Mr. Woop. Yes, sir. 

(The matter referred to follows:) 


Muvurvat Security ProGRAM—OBLIGATIONS AND EXPENDITURES 
All titles 
{In thousands of dollars} 


Economic assistance | 
Military assistance (including Korea and 
loan to Spain) } 


Total Mutual Security 
Program 
Month 





Obliga- Expendi- Obliga- | Expendi- Obliga- | Expendi- 
tions tures tions | tures | tions | tures 





1941— | | | 

January 4 660, 407. ¢ 77, 410. 242,090.0 | 249,988.7 | 902,497.9 | 327,399.4 
February 4 | 469, 916.5 74, 094. ¢ 5, 511.2 | 219, 225. 555, 427.7 | 293, 319.7 
Meron... ....-.<<+ ‘ 142, 591.3 | 5,220.1 | 231,813.5 | 327,811.4 | 301, 937.6 
April... } 292, 02 103, 893. 1 53, 261.2 | 230, 706. 445,282.2 | 334, 599.5 
May. _.|1, 092, 349. 205, 452. 1 3, 676.3 | 264, 006.6 |1, 579, 025. 4 469, 458. 7 
June___. ‘ 838, 478. 2 117, 007.9 | 302,962.0 | 506, 600.5 1, 141, 440 i |} 623, 608.4 








Total, January through 
June 1951... a 208 3 764.0 5, 720. , 702, 341 4, 95 1, 484.8 8 | 2,350, 323. ; 





REO oe 36, 573.9 | 102,897.1 | 166,818.8 | 235,749.3 | 203, 392.7 | 
Atgust....<... 7 ese , 647. % 121, 940.8 3, 478.3 | 211,138.9 | 157, 125.8 | 
Se ee  Adtws 139, 540. 4 50, 359.0 | .825.9 | 97,496.2 
October. _....-- Rand 31, 327. 135, 712.3 | 8: 9.1 | 3,740.9 | 114, 906.5 | 
November.....-__--- 989, 410.5 | 193,876.7 | 98,053.4 | 107,895.8 /1, 087, 463.9 | 
December - _ - - 499.0 | 179, 476.7 131, 829.4 | 284,900.7 | 306, 328.4 | 
1952— j 
January -_.- ae ee 2,671.6 | 186,087.4 | 168, 027. 162, 669.6 | 280, 699.2 | 
og See eee ae 99, 348.1 | 186,880.4 | 293,751.6 | 147,121.1 | 793, = 7 | 334, 
March. ; SS, -6 | 233,505.0 | 286,402.9 | 152, 409.5 1, 474, 590. 5 | 385, ¢ 
April 3,860.8 | 250,397.8 | 197,795. 194, 381.3 | 201, 636. 2) 444, 779.1 
| 
| 





| 
| 


Total, 10 months, fiscal | 


| 
year 1952. Me .----|3, 191, 663.6 |1, 730, 314.6 (1, 525, 095. 5 (1, 784, 833.0 (4, 716, 759.1 3, 515, 147.6 
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Mr. WicGLesworrn. As an administrative matter, it is possible 
to deobligate obligations that have been previously entered into; and, 
in fact, this is sometimes done? 

Mr. Woop. That is correct. 

Mr. WiceieswortH. Now, this table on page 3 of the justifications 
is already in the record, I think. 

Mr. Gary. Yes; as revised. 

Mr. WiaGiesworru. This givesa list of countries, as T understand it, 
and the types of aid provided for in the bill under consideration. 
There appear to be 58 of those countries, and I take it any multilateral 
assistance whereby we contribute indirectly through the United 
Nations organizations of one kind or another is in addition to what is 
reflected here. Is it not? 

Mr. Woop. That is correct. This table just shows those countries 
to which we are giving bilateral direct assistance and does not cover 
multilateral assistance given through the United Nations. 


TOTAL UNITED STATES CONTRIBUTIONS OVERSEAS 


Mr. WicGireswortnH. Last vear either MSA or the State Depart- 
ment furnished an over-all statement that showed everything this 
country has contributed, by country and by program, since the end of 
World War IT. 

Mr. Woop. That has been prepared and is available for insertion 
in the record. 

Mr. Wiaaiesworru. | would like to have that inserted in the 
record. 

(The matter referred to is as follows:) 


Untrep Staves GOVERNMENT FoREIGN AID (GRANTS AND CREDITS), BY PROGRAM, 
BY Country, Postwar Pertiop, Juty 1, 1945, THrouGH DECEMBER 31, 1951 


Foreign aid has been defined to comprise two categories—grants and credits. 
Grants are largely outright gifts for which no payment is expected, or which at 
most involve an obligation on the part of the receiver to extend aid to the United 
States or other countries to achieve a common objective. Credits are loans or 
other agreements which give rise to specific obligations to repay, usually over a 
period of years, with interest. In some instances assistance has been given with 
the understanding that a decision as to repayment will be made at a later date; 
such assistance is included in grants. At such time as an agreement is reached 
for repayment over a period of vears, a credit is established. Because such 
credits cannot, as a rule, be deducted from specific grants recorded in previous 
periods, they are included in both grants (at the earlier period) and credits (at the 
time of the agreement), and the amounts of such credit-agreement offsets to 
grants must therefore be deducted from the total of grants and credits in arriving 
at gross foreign aid. All known returns to the United States Government stem- 
ming from grants and credits are also taken into account. Gross foreign aid less 
the returns is net foreign aid, which is shown as net grants and net eredits. 

Foreign aid is measured, for the different methods of procurement in use, as 
follows: (1) At the time of shipment of extension of a service, for procurement 
made by a United States Government agency; (2) at the time of disbursement to a 
foreign government, for procurement mede by that government or its agents; or 
(3) at the time of disbursement to a United States supplier or to a United States 
bank (for payments to suppliers) on behalf of a foreign government, for procure- 
ment made on a letter of credit authorized by a Government agency. 

The Government’s capital investments in the International Bank ($635 million) 
and International Monetary Fund ($2,750 million) are not included in gross 
foreign aid although they constitute an additional measure taken by this Govern- 
ment to promote foreign economic recovery. Payments to these international 
financial institutions do not result in immediate equivalent aid to foreign coun- 
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State Department: 
Institute of Inter-American Affairs. 
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Treasury Department: ’ 
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Agency and Progress Japan Teleats Islents Jordan Kores Lebanca Liveries Be; 


GROSS POREION AID. cccvcsecescscccseuess 
Grante WAAR sc kntcicés cnassdedacva , ’ ‘7 ’ 2 
Less: Credit-agreement offsets to 


CCCP Hee HH ETE SERS E SEES Ss! 


erante 
Credits Utilized... cccccsccscccsecssel 300,487 24,948 1,550 19,264 
Lass: RETURNS... ..cecccrcecccecescessoel  2aesehe | B35 1,010 59 
: 
3, 


Reverse grante 4&4 returns on grante.... . nas 9 
’ 


Principal collected on credite........| 209,214 
eee ee 5. SS 


Met Credits... ccccsscccccccssevcecses 11,273 £20,950 f 540 A 19,205 
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GRANTS UTILIZED.......+-sssceeeceeceesoel 2,175,808 | 66,903 2,543 | 7 . 


Agriculture Department: 
Donations of surplus.....cccsecceses 
Foot-&-moutb disease eredication.... 











American Red Cro@@.....ccscsascccesces 43 


Defease Department: 
Civilian Supplies: i 
Army & Air Force Departaents......| 2,175,80% 468 ,066 297,871 
Relief in ROPORs ccccccecsccenccecod 109,541 
Navy Department .....sccccessecceee ib ,’00 13 ' 
Army & Navy Department............ 4,413 
Mutual Security (military aid): 
EUPOP@..cvceccrecccecesccssscesess i 
Rear Fast BD BFPIEGR. ccccccvectvoscecse i 
ABla@ & ATTACH. ..ccccccccecccccsess 
American Republic®..cccccsccsseses 
Aéninistrative: 
Dollar Re rr 
Counterpart funds.......sesceses 
Refugee WOOLOTANCE.....ccccesvecsecs 











Executive Office of the Presidest: 
Chinese military @1id.......c.sececes ' / 
Mutual security... .ccecescssecceces | 





Mutual Security Agency: 
Civilian supplies.........sessceeees | 
Interim aid (Public Law 389)........ 

Mutual security: 

Economic & technical sssistance: 
EvUrOp@ .cccccccccseccevsssveseces 
Dollar CR in ooo sc baveeeh cen 
Counterpart TONE. 6 ck desidivwd 
ASia & Pacific........c.sceeecee —— ABb gee __ 

Dollar Sec ck ncccetvisebevae 120, 17 

Counterpart Punds....cesvecces | 7,629 
Military aid: i 
DUONG oo nck on eded sicwcevesnetocs 
Near East & Africe.......seceees i 
Asia & Pacific.......-.4+4- soeee ! 
Post-UNRRA (Public Law 64).......... 176 12 72 








Philippine War Damage Commission 
(Private claims). .ciscccssasdadeueses 


Reconstruction Finance Corporation.... 
State Department : 


| 

Greek-Turkish G1d.......seeseesesces } 
Institute of Inter-American Affairs. | } 

i 

| 

i 

' 





Mutual Security: 

Chinese-Korean student assistance. 

Economic & technical sssistance: 
EAMPOPR ova ncccscues coescvbesegeos 
Near Fast *& Africa:..... seeeeeel 
Apia & Pacific... ccwesrasscnses| : 
American REPUbLICB...ceceeeeeres| i 
AQMINISEFBLIVE... ccc eseeeeeesers| 


Military Aid: j 
i 





3,543 73 979 


Near Fast & Afric@...eccescscces 
Administrative: ! 
Dollar funds...... 6 scaeneteves 
Counterpart funds.....csseeees; 
Through international agencies: i 
For Palestine relief....cresesse! 
Philippine rehabilitation: | 
Surplus property...... ea cerenererel 
feconstruction & rehabilitation.../ 
Technical assistance..... Senrtecveces ; i i 133 
Through international arencies: j i 
For chilidren....... $csewodenccecccel } 
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For United Nationa Relief & 
Rehabilitation Administration...| S46 
FUSICIAY Sib iii ccidiccccovabun eecesrees 
DOLiar CWS ss avikcrcvcssucs eeeenn si 
unterpart funda@......csecs seeveceet 


Treasury Department : i 
Chinese stabilization... sees. ecoesse! 
civilian supplies.......6: seen eneeee 
Lend-leage...... eeerecsene ee ee mS 
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For chiids Jee eee eee eee eee eee) 
For Palestine FULESE is ccctevaceeas 
For FC LUGRES oc ccdaaievtcctiscat sees 
Por United Nationa Felief & ; 
Renadilitetion Adginistration...! : Sué 
YU@OCLBY Bid. sccsrccccearreevecenges! 
Dollar funds. .ccccesecccsrecsvens; : 
counterpart funds.......... init 








Treasury Department : ! 


Chinese stabilization........ eocsese! 
Tivilian Suppiie®.......se. te eeneese) 
LONG -lLeaASe...cecccessces cercsesecseal © REET PRP EP Ro BeSe SAR ete ae > aI RE COANE PS Sct SUR Le REM IRA RR OAT A hed sais Seba So ROE. seems Sept 





~— — nap ssaniicteeripeiioniisioaseamanelaistaenalasaaah :2E “ASHE ye WR PE pica PRUE A EAA ST. Te 
REDITS CTILITED. ccsecccescsccsses oowene 300,487 24,926 2. eee 501,164 


Aoricuiture Department (Occupied- i 
reas commodity programp).......0..06) 180,147 





ommerce Department: Maritime j : ‘ 56 
‘dministration (Merchant shipe)....../ : 696 ; a 


Defense Department Army Department : 


Surpius property....ccccres ee ee 
Naturai-fiberse revolving fund.......j 54 043 


Defense Materials Procurement Agency | 


(Mutuml Security) ....cesee ereerecssel 
Dollar funds... ccsvceses eeseeesess 
‘ounterpart funds...... eeeessoecsces! 


Export-Import Bank 


a Ee ste eeeeeeeeeeewerescescent Saat j ——— pte 
Direct Loaas..cccccvesusanvavceencal set> } ¥200 


Loans through ment banks......... 31,562 | 
For Mutual Security Agency: i 





EUTOPe . cc seccccsccccesssssceusens ' 
TRALean LOB. .ccccscccesecccucteces 
PONISh LOB. ..scccesecsecccececes 

enerai Services Administration j 

(Surplus property) ...cccceccsecccese 

' 
Reconstruction Finance Corporation: i 
LOGRB.ccccoccesvssecccceseseesescsoes ; ; ; 


Occupied-areas commodity programs... 12,104 
Surplus property....ssescsvscvescees 


eee nena 


State Department : 
Institute of Inter-American Affaire. 
United Nations headquarters loan.... 





Treasury Departmen : 
BritEGh LOOM. cccccecesvcccsucrvansces 
Lend-lease current credits.....ceses 
Tamb<Lenee. OL1ver sg csccccccsctnsegete 
Credit-agreement offsets to grantes.. 
Surplus propert)...... (suka seakeune 14 ,035 
Philippibe funding.....cccccccccesce 
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REVERSE GRANTS AND RETURNS ON GRANTS.... 


Executive Office of the President: 
Director for Mutual Security 
(Counterpart funds: Military aid).... 


et fe 
dntieenentccsisenil be - --~ 
7 peiaaniina titties ata 
ae 
we ee 
2 i 


ee erence 


Mutual Security Agency (Counterpart 
funds: Economic & technical assist- 
GROO) cc cccecesees Ceveccedccsccesseses 


% 


9,017 a8, 





} 
} 

Treasury Department 
Return of lend-lease grant goods: 





Merchant Ghip®....cscscescccsecses 











Navy GRIPS... ccccccvocsecsoseesseuns i { = H 
Reverse lend-lease........sccccecces ; } i 
Cash war-account settlements for | | i 
lend-lease & other grants........6 i i - . - 














PRINCIPAL COLLECTED ON CREDITS......++..| 260,228 | j_ 3.978 | _ 2,020 52 99,085 | 


Asriculture Department (Occupied- 
areas commodity programs)............ 180,147 


Commerce Department: Maritiae 678 
Administration (Merchant ships)..... sé 3, 


Defense Department: Arpy Department: 
Netural-fiders revolving fund....... 54,043 


Defense Materiels Procurement Agency 
(Mutual Security).......csescccceees 
Dollar PE hk. 66.0 6066-56006 00048 C0KRS 
Counterpart fumAs.......cercwecesess 


Export-Import Bank: 
1,275 , 


Direct LOans.. cescccvcccsccvcesees ‘ 706 
Loans through agent banks......... 2) ,883 


leneral Services Administration: . 1 
(Surplus property)... s.sccscseseess 


Reconstruction Finance Corporation: 
oo. eer rrr rT rrr errr r ere rr errr re. fs § 
Occupied-ereas commodity program... 12,108 
Surplus PROPOrey. cen cccccesvescsenee 














State Department: 
Institute of Inter-American Affairs. 
United Nations headquarters loan.... 


Treasury Departament: 
Britieh ROR, vane 0ves ccc vchaccesaanae 
Lend-lease current CTCGICS. .cccccvee ; 
Lend-Lease silver.......ccsscccccces 1 
Credit-agreement offsets to grants.. ere 
Surplus property........ccsccseccees 2,762 3,916 — , 
Philippine funding........ssecsceees ; : _— a 
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. GOVERNMENT FOREIGN ATI 
Postwar Period, Ju. 
Tn 











France and Possessions 
Agency ané Program Total France Algeria | torial Africa Morocco Indochina Caledonia Germany 
GROSS FOREIGN AUD..........-...seceeees a > | 2,558 57 Gis 
NL EE I SS: B00, 2, 105, meni SARS 
less: Credit agreemen: offsets to : 


GUNN as ch hick ice cc dn ck acdrcsavesas 353,300 353 
CUBRRCS R16 e06 os caccccevcastistancs 2,143,217 >, ish bao 


LESS: RETURMS.......,..... covcedtconeda ol ae ete ho 1,232 208 41: 
Reverse grante & returns on grante... 434,55 133, 1,231 ¥ +a 
Principei collected on credits....... 134, 046 134,006 ko 42, 


j 
PQUALS: MET FOREIGN AID........-0.-.008 [fs & 2 4,296,916 £107 # 2,895 £7,558 £13,806 | £ os |, 4 
; 2,312,‘ yt 10 r 7 3 £& 
Lf}, i 











~ 




















Net grantg,........ Vvasesebcaeneenbe 975 299, 042 eX 
et DON ain inch esis cass ccccpuate - 42,009,271 91.2% | . i _# 2,895 £2355 1 


2,500,830 2, 785, 666 107 J | 13,027 De |e ot 723 
r tt 














GRANTS WIILIZED.......5. e¢ianeee oveeie 








Agriculture Department; 
Donations of surpluB...ecsssec-sstes 




















Foot-&-mouth disease eradication., 
i 
American Red Cross 2,155 2,146 y 
i { ! } 
Defense Department j i ; | j 
Civilian supplies | 
Aray & Air Force Departmenta..... | 2,079,009 
Relief in Kored.....c-sseeneersss | ' j 
Navy Department..c.cs-sevscecescs t ' i i 
‘~my & Novy Department...scccesee | ; | 
Mutual Security (military atid’: i i i 
Europes ss -.seees Acbinaeicbeseces | | | 
Near East A AFTicO..c.ccccescenes | 
Aelia & PaCILiSi.<cccceccvcsecxecs | ' i 
American Republics.....sccesseres i i 
Ackainietrative: | i i } i 
Dollar Funds..... (hesetcveseee I i i i i i j 
counterpart Pumdé..ceccsscessess i i 
fiver & inte eo ecevee 
; ; i | | 
ecutive 0! c of the President: i 1 
nese military Gid.cscccecccessee | i i 


Mutual Security. ccrscccessicccoses 





‘tual Security Agency: 
adoro GUPPLISB..- ccc rereressece 
erizm eid(Public Law 305)......66 
mi security: 
7 onowie & technical acsistance 
DUS OPO cc ceseirsecesssessevcsenes 
Dollar funds... sesceserseces : 
Counterpart funds.....s-.«6s i ' 
A@LA & PaCcific.scccscrcoccerees | L4 6 i 34,5)5. 
| 0 








DURE Bo vce'ntedvacsene 1 13,000 


Counterpart funds..sccecsere | 1,011 
Military Aid: 
DTPOPO. se veccsccccssscscescsece | 20,115 | 20,115 | 
Near Bast & ATTiCO...csseceeses | 
Asia & Pectficccceccsccoseccccs i kas { ; 445 


Post-UNRRA (Public Law Sh)......500 | 60 60 2, 086 


Poliippine war Damage Commission 
(Private Claims).cseccccecesesesess 


Reconstruction Finance Corporation... 


State Department: 
Gree@ek-TUrkigh B1dscccccccscocccssse | 
Institute of Inter-American Affaire | 
Mutual Security: 

“ninese-Korean student assistance | 
conomic & technical assistance: : 
MUP UPC cca ewecereseseersesssanee 
lear Sast & Africa i 
Asia & Pacificccccccevece poses 
American Republic8..ccoss Pre ve 
AAministrative.ccccsccese seine hala 


i 
peese | 
ilitary Aic 
BUPOPC. sscceserseeeereeseseseses 
Near Bast A ALvichs -ccceserseses 
Administrative. .ccccecsecsrseee 
Dollar funds. ..cccccssrerece 
Counterpart fumds...s.sesses 
Through international agencies: . 
For Palestine relilef..cescessss 
bilippine rehabilitation: 
Surplus pPFOperty..cccecsesessceves 
Reconstauction & rehabilitation.. 
TECDnRICA] ABBLBTANCE...sccersserese 
Through international arencies: 
FOr CHALAPED. cccccssccecresececes 
For Palestine relief...cccocrccve 
For TeLUugeeS.cccccccccerseseness 
For United Nations Relief & : 
Rehabilitation Administration... 3,158 3,061 97 3,036 
Yugoslav Olde ccccccccscoccesecssece 
Dollar funds..cscccccvceesse 
Counterpart TUNES. weccccreses 
Treasury Department : 
“hinese stabilization...cceccecsesess 
Siviliem supplleB..ccccscrcecessss 
LODE<1LOGSGs ccscvececeseccsescvcess 272,469 372,% 
dar Hefugee Board SE aac NEES Se aE Mea SLWE Riles ARSE AD RMD IL TG RON 5 eRE ORT © sia ‘ i ats ana Soe ~~ 
_ ———— — — m qa ee - - . eateries 
CORNET VERANO «ons bcctncetachasanse 2,143,217 ee ee See es ain... Seam Gane F< a 


Agriculture Department (cecuied- 
areas pomenets e progran } 


Peewee eeere 








TON ATD (GRARTS AND CREDTTS)--BY PROGRAM, BY COUNTRY: 
od, July 1, 1985, imei ta Sang 1951 
(Tn thousands of dollars) 


PAGE & of 6 pages. 
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For ¢hi 


eee ree eee setae 


For Palestine relief.,...csccseces 
For FOLUMSCSs cccccsscesestecseses 
For United Nations Relief & 


Rehabilitation Administration... 
Yugoslav BBacesceccersscesedeesece 
Dollar funds..ccccccceses: 
Counterpart PUNAB.. 200 


** 


Treasury Department: 
Chinese etabilization...ccssccosess 
Civiilan Supplies. cescocssecsesers 


LONA-LOABGs cosccosesecerscoceececs 


War Refugee Soerd 


CREDITS UTILIZED 
ws shoe ore) eee ee eee ee ee ee ee eee ee 


Agriculture Department (Occunted- 
areas commodity program) .ccscucecsce 


Commerce Department: Maritime 
Administrative (Merchant ships’..... 


Defense Depertment: Army Department: 
Surplus PROPET UY. sccccesccscvessece 
Natural-fibers revolving fumi...... 


Defense Materials Procurement Agency. 
(Mutual SOCUTITY occcccssccececcoreces 
Doliar CumESecccseiuwveseecec 
Counterpart funds..cecess 


ee eeeee 


eter eenene 


Export-Import Bank: 
LOBIWBeeeses 
Lirect LOG s 6 5 0:9:006000066600%008 
ane through agent bank6...ceceee 

For Mutual Security Agency: 


rope 
et eee eee ee ee eee eee eee ee 2 | 


SPREE ROR HERR eee eee 


Indian loan. 
Spanish loan. 


eee eee ee ere eee 


Pe eRereeeerenesenee 


‘eneral Services Administration 


(Surplus property )eccccccccsecccece 


Reconstruction Finance Corporation: 


ODDS cee eeeeeeeeeeeseeterevasseene 


‘ecupled-areas commodity prosrams.. 
CMIPIUB PFOPET Ty ccceressecesecssese 
ptate Department: 
institute of Inter-American Affairs. 
United Nations headquarters loan... 


Treasury Department: 
British LORD, sostcasenseesseoessenee 
Lend-lease current crecits..e.sesce 
Lend-leape GLlVEr..cccesccsssscoces 
Crecit-agreement offsets to «ran‘s. 
SUFPLUB PLOPETtYs. ccecercccsecseece 
Philippine fundimg..cccccccses-erse 


REVERSE GRANTS AND RETURNS ON GRANTS... 


Executive Office of the President: 
Director of Mutual Security (Counter- 
part funds: Military eid)........ 


Mutual Security Agency (Counterpar’ 
funds: Economic & technical assist- 
BOC seeseeseeeerseseses 


ee eee eee eer ee 


Treasury Department: 

Return of lend lease grant cools: 
Merchant Ships..ccscorcssesessseee 
Navy GHApS.c.sccecsescesecseesese 

Reverse Lend-lLeane..csecscsecsseres 

Cash war-account settlements for 
lend-lease & other gramts..sece-es 


PRINCIPAL COLLECTED ON CREDITS. .cese+ee 


Agriculture Department (Occupted- 
arenes commodity programs)...secesces 


Commerce Department: time 
Administration (Merchant Shipe)..... 


Defense Department: Army Depertment: 
Natural fibers revolving fwd... 


Defense Materials Procurement Agency 
(Mutual SOCUTITY).ccccecscccs+coreese 
Dollar PumOBecccccsvccerscesesseces 
Counterpart TumdB.cscccrercevcssece 


*e 


Export-Daport Bank: 
LOGDB ec c asec ereseerreeerseseesaeres 
Direct LOOM... .s+-+ccevcacceses® 
Loans through agent banks........ 


General Services Ad@cinistration 
(Surplus property )ecccsccccscevecece 


Reconstruction Finance Corporation: 
LOGS cece eceeseeseeeeeseereeeeeese 
Occupled-ereas commodity progrem... 
Surplus PTOPOT LY sncresseccerevceees 


State Department: 
Institute of Inter-American Affairs. 
United Bations headquarters loan... 


Treseury Departament: 
British LOBMcccescverceesegpereseees 
Lend-lease current COALS. cseccese 
Lend-Lease BILVOT . ccoseceesereceoes 
Credit-agreement offsets to grants. 
Surplus Property..ccccccscscesssess 
Philippine Papfling..cesseseevsceess 
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U. 6. COVERIBENT FOORION AID (GRANTS AND CHEBITS )--5i 
er ee, Oe ee 
(In thousands of ) 











_Agency ant Progren Censtea | Ceylon | of Malays India Jemaica | Sev ealent| sigs 


GROSS FOREIGN AID. .cccccsccccccccsesvcctes 
Grants WSALLGSS, crcccrsccceccecesesecece 
Less: Credit agreement offsets to 
Credite WEEDING, os coccccccdsscccssccece 


? 


Reverse grante & returme on grante...... 
Principal collected om credite.......... 1bi,62% 4,607 &0O0 476 


EQUALS: MET FOREIGN AID.o.+0+00+ss0eseeesh £2,676 $B 
Net GTONUB . c eccccerccecccccsesececesees - 
Net CFOGILG reese eescencececeecererere set PhsO16 
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>> 


GRANTS UTILIZED. cccscccccseccccccssccessse 435 





Agriculture Department: 
Donations of OUTPlus..csscesccccesecss 
Foot-@-mouth disea@ é@radicetion....... 


American Re@ CroOB..ccccscccccesscsccess 3 


Defense Departaent: 

Civilian supplies: 
Aray & Air Force Departments........ 
Relief in Kore@.....ccecccccessccece 
Ravy Department. .cccccserecescvesece 
Army & Navy Department............. 

Mutual security (military eid): 

BUTOpG .cesesccccccccecsecescsseecase ; 
Near Fast & ALric@...cccccccsvcceces | | 
ABla & PACIFIC... cccccccccescccececes i j 
American Republic®........scsseseees i i 
Administrative: 
Doliar CR ivrecadcucsertedcescsces 1 





Counterpart fundB.....sseccecssees 
Refugee BBBISTANCE.. nc ccescrscceeesces ' 


Executive Office of the President: oe 
Chinese military @1d.....ceescccccccee 
Mutual SECUFITY..ccccccscscccccscccess 





Mutual Security Agency: 
Civilian SUPPli“Ns....csccecccesccessech 
Interim aid (Public Law 389).......... 
Mutual security: 
Economic & technical assistance: 
BuUTOp@..ccccsccccoccccssessensevech ' | 
Dollar TURES. cccccvccccecesccccs : ' j 
apne PumdS.. cc ccercceceesh ; | s aT j 

Asia & Prt rr rrr rere reerere es | ' ' sz 
Dollar DON vd bbb boc 0 ceecionaacd : p28 
Covmmterpart funds | | i 

Military aid: 





SCS HCHO RHEE HERE EH EEE EEE 


Europe } 
Near East & ALTicB...cssescccccsccech 
Asia & Pacific... cereweserscevevecesh 
Post -UNRU (Public Law 88)..,.....-.5+) 





Philippine War Damage Commission 
(Private CUM) nic cacncccavabancesess 


Reconstruction Finance Corporation...... 


State Department: 
‘reek-Turkish PO er ee errr i ' i 
Institute of Inter-American Affaires... 

Mutual security: 
Chinese-Korean student assistance... 
Feonomic & technical assistance: 
PUPOPC . cccccss- cesses soesevesveses 
Near East & Africa: 
ABla & Pacific. .cccccssccnccevccesh 
American Republic8.....2..-scesees 
Administrative. .......e.-e55 onees 
Military aid: 
EVUPOPG . occcccwccccceecscoccccectes 
Near East & Africa......... éeavats 
Administrative: 
Through international agencies: 
Por Palestine relief... .....sese0s 
Philippine rehabilitation: i 
Surplus property ......seecsscaes : 
Reconstruction & rehabilitation..... i 
Technical assistance........... ewecesed ae Be 20 
through international agencies: ' 
Por CBIULArem...ceceeeeseses ses eases 
Por Palestine relief........... seeee 
For refugee. ..cscceceescvees se eeeeed j { 
For United Nations Relief & ' 
Rehabilitation Administration......) 
Yugoslav O8bs sc isvscscscersocseses sone ; 
Dollar funds............ ss swSeenecesh ' 
Counterpart fume. ...ccccceccecceces 








Treasury Department: | 
China stabilization....... nh ceeae ahe'as i ; 
Civilian OUPDLION soo. concscceccescves | 
ne MNOOD s vans 64 p0dungsahsusicesaee Pe ne eo oe 3,000 | Z i RO TS Sa 











se pera Semi, § mi 


Rae ‘ 
WPS VUULAM Ass hekdds cicteckcvckscan jA43,.300 eiaaaae S's rc a a SP 4,333 


Agriculture Department (Occupied- i . 
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SRNR SOCERSE Se LRN Nr ON ee AO 


P EUBOOG cee saneererscssvenens 

Por United Na f 
Rehabilitation A@ministration...... 

Yugoslav VASES RR: END ay Goepag aa teers “Zon 
Dollar WU oo cb dice ccetckacndesany 
Counterpart funda... cess cceeeaseeccs 


-meassoeamines ates seperti 
por antares steiner) alent ies 


| 

: 

Treasury Department: 
China stabilization............seesses i 
BR 


' 


i 
: 
i 
' 
Civilian supplies .... sce. esecssceneser ; 
LAM AOOOR 60 ac in cewsaedscaccas eeennes 


CPROTEE WUTESEND ss vsdesccdoxceeess sees fH34300 


Agriculture Department (Occupied- i 


areas commodity programs). .....sssesse- , 





2.000 | i 2.300 
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[soe [a ese 
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Commerce Department: Maritine : 
Administration (Merchant ships).......) i 


hefense Department: Army Department: : 
Surplus PFOPOTEY. . eevee cen eeessereevenh : ' 
Natural-fibers revolving fund.........4 


Defense Materials Procurement Agency ' 
(Mutual security) s.cesccceccesssccctect ; 
Counterpart PUMAB. 2 oe ee cee nce nceewoenh 


Lxport-Import Bank: 
OBB. cece eee eee e snes nrenewersseneses| } 
Direct SOU ho io ek ds che éde vee b cane 143, 
Loans through egent banks........... 
For Mutual Security Agency: 
BOG cc ecc cedar ececsscuesaseccceseee 
TrnGdee LORD s cnccescccecacesvesntcene 
Spanish LOOM. .cesccssccsesvovescseces 


‘ 


General Services Administration 
(Surplus property)......sccsccecsccees 


Reconstruction Finance Corporation: 
WOMB ca on Cabbie Gks bcd bedbhebcebecasia 
Occupied-areas commodity programs..... 
Surplus property......sessecscccccacce 


State Department: 
Institute of Inter-American Affairs... 
United Nations headquarters loan...... j 


sores tate NNR sn wi ne 


Treasury Department: | 
DPECEMN BOM i dec cesdcasocvesasucnasacs 
Lend-lease current credits........ee0. 
fend-lease silwer........scnsessseees 
Credit-agreement offsets to grante.... 
Surplus property. ...ccccssesscsccccess 
Philippine funding............. unseen 


REVERSE GRANTS AND RETURNS ON GRANTS...... 28,6 j 


8 
% 





aaa 4,333 


i 
4 








& 
E 


Executive Office of the President: 
Director of Mutual Security i 
(Counterpart funds: Military aid)..... 





Mutual Security Agency (Counterpart 
funds: Economic & technical assistance 





Treasury Department: 

Return of lend-lease grant goods: 
Merchant ship®......c.ehescccssces 2 
Bavy SRips...scccerses *eeeeeenee seeee 

Reverse lernd-lease.......c.ccccecsseces 

Cash wur-account settlements for 
lend-lease & other grant#..... evenenet 


26,275 | 
a 2.336 J 
4,607 400 476 








PRINCIPAL COLLECTED ON CREDITS........ eevee 





= 
- 
+ }—_—-—-_——- 


Agriculture Department (Occupied- 
areas commodity programs)............4. 


Commerce Department: Maritime 
Administration (Merchant sbips)...... “x 


Defense Department: Army Department: 
Natural-fibers revoiving fund..... aeas 


Defense Materials Procurement Agency 
(Mutual security)... ..c.. cee ecsneevesende 
DOMMar TvOAS. 2c ccccscccccosevsess cosveds 
Coumterpart TUNES... ccc eeeeeserersecorde 





2 9 


Fxport-Import Bank: 
LOGRB cccscerereseceseseccoresreserevess 000 
Direct Lo@mB....cessccscceus oecsees + 410,00 
Loans through agent banke......sss.. 





senerei Services Admiuistration: 
(Surplus Property)...cscecsccrencereees 


Reconstruction Finance Corporation: 
Loans CORSO RHEE HOHE Eee 1,624 
Occupied-areas commodity programs 
(Surplus property) --.sssessceesccsces 


State Department: 
Institute of Inter-American Affaire... { 
United Sations headquarters loan...... 4 


Treasury Department : 
Britieh LOBD. cee cee reeersrevevassceeed 
Lend - lease current CROGICO...ccccecssed 
Lené- lease BALWOT .. cccccecrcocsavesses 
Credit-agreement offsets to grante....; 23% w16 
Surplus PTOPOTCY . ccc vsecececavesseceess fT 
Philippine Pumdiag..-.-++-+s-eossor0204 — 
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Agency ent Progren 


Fi 





Gramte WEELISOG sc oc ccccvescccrcccceccct 
Less: Credit-agreement offsets to 
BBs ch:060460660046806064000646606d 


Credite OUGASOOR, 60c co vintendnscnsneseees 


LESS: WET » ccc tcctecasntcsccacceceses 





ar 


6,047 





Reverse grante @ returns on grants.... 
. Principal collected on credits........ 


EQUALS: WET FOREIGN AID.....0+scecseess 
NL GODS... 20 -cseceeccececsecseveses 
Net CHOEIRES cdc ccesicdscocescecesonscs 


2,304 
L-3 

2,236 

2.37% 





# 5,563 
f 3,811 


10,600 


2 








GRANTS UET en 6 ccce cbc ctdetéisvectviace 


5,632 





Agriculture Department: 
Donations Of surplus... .esecessecs 
Foot -k-mouth disease eradication.... 


American Red Cros@........-. 


Defense Department: 
Civilian supplies: 
Aruy & Air Force Departments...... 
Relief in Kores........+.. 
Navy Department.......60-5-05- 
Arny & Navy Department........ 
Mutual security (military aid¢): 


eee ee ee 


“eee eeeeeee 


Asia & Pacific.......ceecees oesece 
American Republics... 
Administrative: 
Dollar funds....... 
Counterpart funds....... 
Refugee aecistance... 


ereeee 
eeeee 


Executive ©: ice of the President: 
Chinese miiitary aid.. 
Mutual security...... 


eee ee 


reer 


Mutual Security Agency: 
Civilian supplies... 
Interim aid (Public Law 389) 
Mutual security: 

Economic & techrical assistance: 
EUPOpe . ccc -ccererese 
Counterpart funds... 
Asia & Pacific... .ccceeccans eee 
Dollar funds... 


BUTOPO.ccccscescsesccovece 
Near East & Africa... 
Asia & Pacific.....-..c-csercees 
Post-UNRRA (Public Law 84).......... 





Philippine War Demage Coumission 
(Private <a ata am cach amet 


Reconstruction Finance Corporetion.... 


i 
State Department: | 

Creek-Turkish aid............seeeees/ 

Instituteof Inter-American Affairs.. i 

Mutual Security: i 

Chinese-Xorean student asnteteiine.| 

Economic & technical assistance... | 

’ Europe.....+ tte eeeeenreenreeeeees | 
Near Fast & Africa...... 

ASiO & BOER co c050scevecnséanes 


sececsce! 


American Republic@.......0. sos 
Administrative... ccerccesseses 
Military Aid: 
BUSOpO. ccccccescvvccsenceconsecese 
Near East & AfTicO....cccceses:s 
Administrative: 
Dollar funds.... 
Counterpart fundB.......ssseee 
Through international agencies: | 
For Palestine relief......ssescee 
Philippine rehabilitation: 
Surplus property...ccccccscscsscce 
Reconstruction & rehabilitation... | 
Technical assistance........sseeceecs 
Through international agencies: 


e+eeeeee eeeeere 





For refugees... cesscsee cecal 
For United Nations Relief & 
Rehabilitation Administration.... | 
Fasessay Sid. cccrvsicvens 
Dollar funds........ 
Counterpart funds..... ee 


gee, Me 


Treasury Department: | 
Chinese stabilization........ ies ndua'l 
Civilian Gupphie..cccccesecesenccse 


Lend-lease.....ccseee Sebnevewecs eoenk: 


2,561 


3,419 


769 


1,206 





237 


631 


61 











1,300 


198 


61,012 








3,836 
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| 
Agriculture Department (Occupted- 
areas commodity Progra) screressssse| 





6,047 


9,254 





ins | 10,800 





20, 


+ ae eames 00 emg sm tm 


Sh, 343 
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| 2.404.730 | 
2,406,730 


10,669 














15 
766,072 
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1,536 
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17 


’ 


21h, 938 
3 
164, 


f 





2,839 











216,476 

559» 

166,179 
17 


t 


ee | ee 





2,839 


4 
niaeiaiob me “ PSone Sy Maneencyee 
4 
2 a 
9 
% | 
© Ai 
ts 
3 ase acocuenel 4/8 
. a8 
ie ae al | 
' 
% g 
” a 
: Ae 
_ 3 

















16,146 


26,146 | 


16,106 














Por childrens siccscccasscsedesesace 
For Palestine relief...c.e-sccaces 
FOr TreLugees...sccecsssccesccsencs 
For United Nations Relief & 
Rehabilitation Administration.... 
Yugoslav Oi. 6 on cwadcedeeds<vceeusees 
Dollar POMBO. cc ak dcdknkve 644s ¥eeutede 
Counterpart fuMAS....-ceseseccseee 


Treasury Department: 
Chinese stabilization......+-sc++e0s 
Civilian supplles....ccecsecsseesess 
LenB LOOSC oo vic ccctcebess cbessenet 





ee 


ee ele mee ome oo stem ee 





CREDIWD WETLEZED. c.cccccccscsscecscccucnt 


Agriculture Department (Occupted- 
areas commodity programs)........+.+. 


oumerce Department: Maritime 
Administration (Merchant shipe)...... 


Defense Departcent: Army Department: 
Surplus property...cccccsscccccecese 
Natural-fibers revolving fund....... 


Defense Materials Procurement Agency 
(Mut ual OOONPEG Hi bce cnc «de cecakene 
Dollar PUMGB oc ee cererererecesessses | 
Coumterpart funds... ....sccccseeeres 


Export-Import Bank: 
SUD. on 6456003500 0000 046006 20b0o0 00" 


r 
' 


6,047 


4,100 





DATOCE IORMD. ccccvccsesesiesaserees 
Loans through ascent banks 

Por Mutual Security Agency: 
EUropS.cosccs 
TaGien LOBM...ccccceoseccccersccese 
Spanish aN. occ rccccvcsecveceous 


CCP eee eee ree 


-emeral Services Administration 
(Surplus property)..cccscesesccevces 


Reconstruction Finance Corporation: 
Loans 
Occupied-areas commodity programs... 
Surplus Property. ..csccccvcsesccesscd 


State Department: 
Institute of Inter-American Affairs. 
United Nations headquarters loan.... 


Treasury Department: 
Britigh loam. .cccccscccsesvescsscece 
Lend-lease current credits.........- 
Lend-lease silver.. 
Credit-agreement offsets to grants.. 
Surplus property.....-sssecsscessees 
Philippine fumding......cscccerecess 


9,25% 


1,157 


7 , 266 





5 08% 





; 
2,370 | 
1,468 | 
' 
' 


2,1bs 














2,919 


8,837 








REVERSE GRANTS AND RETURN. ON CRANTS.... 


Executive Office of the President: 
Director of Mutual Security 
(Counterpart funds: Military aid).... 


Mutual Security Agency (Counterpart 
funds: Economic & technical assist- 
ance)... 


SPREE HEHE RESO eee 





Treasury Department: 

Return of lend-lease grant coods: i 
Merchant Ghips........csscsceseess | 
Wty GIGS. cccccccceccvessecsecece 

Reverse lend-lease.....+e-esesesses: | 

Cash war-acoount settlements for ' 


lend-leese & other grants........ cock 








eee 2 agence cmee 


a 


ae cee TERENCE 


37,668 


37 ,868 








i 


RINCIPAL COLLECTED ON CREDITS...... cece 


Agriculture Department (Occupied- 
areas commodit, programs) 


Commerce Department (Maritime 
Administration (Merchant ships)..... ° 


Defense Depart@ent: Army Department: 
Natural-fibere revolving fund........ 


Defense Materials Procurement Agency 
(Mutual security)......... 


Counterpart funds.........seseeeeees 


Export-Import Bank: 


Loans through agent banks......... 


General Services Admitistration 
(Surplus property)... cccccscevsscee® 


Reconstruction Finance Corporation: 
LOGNBeccccceeeeeeeeeesresseeseseess 


Occupied-areas commodity programs.. 


3,326 


85 





Surplus PFOPETT Yc -ccccsccscesesenes = 


State Department: 
Institute of Inter-American Affairs.. 
United Nations 8 loon... 


Treasury Department: 
Britioh load......scccesceseceresces 
Lend-lease current credits........+. 
Lend- lease OLE. cccccescecssccesse 
Credit-agreement offsets to grants.. 
Surplus Property. s..---sesceeerecces 
Philippine funding...» ~.-+-----+-+++: 





4 p————- ~~ ------— 


_————— 





2,23% 


933 


1,075 


3,107 


3.197 


36,148 
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1,267 





ee 


1,222 


33,361 
853 








7,179 
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336 ,900 


3,750,000 








e 418 
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ee 
3 4% 
be 5 
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Ss = Sisal ee 
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ae 
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336,900 
105 , 968 
136 
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7 5759,000 
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1,538 








ee ee 


oT 


“32,73 


271,887 


uh 336 


17,3086 
9,122 





3.410 





313 


87 
000] 
1% 


273,561 


bb , 336 


20,220 
1s , 756 





Bees ae 








1,137 
32.480. 


52,447 


186 
30,306 


1,208 


2,297 


olTS 


186 
13,936 








4, 


| —$geeee +152 800— 


52,447 


186 
30,306 


2,380 


1,168 


1,204 
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16,146 




















U. S. GOVEMNT vor 













































































‘ Poetwar Period 
Agency acd Program Total Tota) Argentioa Bolivia Brasil Chile $0} on 
GROSS FORRIGN AID. . 
Grants utilited. 
Less; Crediteagreenent offeets to wa ' 
GPONGS. i. ie Weis Rea we coo EE aR HO 1,256,307 2,a j 
Credite Utilised............. Pa viaes ‘ 11,072,327 552,198 92, 356 28,907 106,935 | 107 ,596 oT] 
LESS: REPUMMD 2... eee eee 2,85 47 2 12 give 63,370 | % ie 
Reverse crante & returne on ‘grants... 1,085 ,772 Hs 0 
Principal collected on credite........ 1,765,706 252,549 72 gko 43,370 75 19 
EQUALS: WET FOREIGN AID............. gal é Sea] 2.088 f 92, M62 f 201908 f O08 4 Tease a 
SP ae oe ey Ree 4 3,403, x . | ; oe 
Re Ra AAG DOS BSE OR #9305, 622 Tr Bets | 492,284 | 4 27Gb | 453,565 | 4 70,851, 41 
GMABTS UTILIZED........-.5-00 000005 ; 255755, 143 209, 438 igs | 2,948 | 10,44 1 3 ae 
7 : § ; : 

riculture Departaent: ; ; i 
ee of eurples OS SP ete ae oe : 

Poot~#-mouth disease eradication.... 85, 85,261 . { 
American Red Croem.... 2... 0... c seen 10,435 ‘ 
Defense Departamnt: 

Civilian Supplies i 
army 4 Air Force Departments. 4.992 ,609 i 
Relies im Korea... .. cece e cee ceaess 309,548 
Kavy Deperiment.. 18,856 
Aray 4 Navy Departeent . . Py beaces cue 4,415 
Mutua] security (ailitary spend } 
EP RR IOS OSES LOE Pere 1,244,077 
Bear Rast & Africa............-... 233,927 i 
ee En ee eee er 350,909 i 
American Sepublice.,... ‘ 61,012 61,012 ' 
Ad@inielsr.ives ‘ 
Dolier fande...... ReOeN Kad wee . 30,806 
Counterpart fun@8.....c0.. eer 3.37% . 
Refugee atsietance.............6.-08 5,937 
Executive Office of the President: 
Chinese military ai@............+6. ° 123,077 
Mutaal security. . 2... ce ceccscn senses 3 
Mutual Securily Agency: 
Civilian supplies...........650.--00 113.098 
Interia aid (Public Law 389) . pain eee 555.7 
Mutual security: 
Economic & teehnicai sesistance: 
Rurope,..... Sikud ei ess eanecees . — ee 
Dollar funés...........-.ee00s viet, 
Counterpart funds............. 00 , 406 
Asia & Pacific...... Ea ae, | 
Dollar fumds,........--sceeee 402,181 ; 
Counterpart funds,........... . 14,001 
Military aid: 
BATONS cones sccccacciesesoses eve 80, 
Bear East 4 Africe.. pidsisnee ee . 4, 
Asia & Pacific... .....-205.-s08s / 
Post-WRRA (Public Law 4)... :...: ; 298,6 | 
: 
Philippine War Damage Comnission 4 
(Private claims) ........--esseeesees SNS | ' 
‘ ‘ 
Reconstruction Pinance Corporation.... 53 53 5 35 329 
State Departaent: oe | | 
Greek-Turkioh a1d..........6.s-eeees ° ; ' 
Institute of Inter-American affetes. %, |  38.NN | 12% 2,177 5,238 4, Sob i 
Mutual Security: i ; 
Chinese-Korean student assistance. 5,247 i 
Economic & technica: aseistance: ' 
BUTOPO oon ccctecseesssecasess ose 4Bb i ' 
Near Bast & Africa..... beseeeees 23-28 i 
Asia & Pacific........... einseee * ' | } 
American Repubdlice............. re 8,241 5,21 256 30 Cl 176 
Administrative.........5-see0e- . 5,416 380 i 
Military Aid: { 
Burope.....eeeeeees oeeseaese sees 14,995 
Bear Rast & Africa.............. 386 
Administrative: 
Dollar funds.,.......-ceeeveess 8,377 ; 
Counterpart funds,............ i i 
Through international agencies: } 
Yor Palestine relief............ 16,000 ; 
sie 5: | ee 100 ,000 | ) 

Reconstruction & rehabilitation... 133,062 i 
Technical assistance...............- 13,532 13,158 6 490 | 931 394 
Through international] agencies; i i 

Sel UD OOEE 5 is ccc c eve kdvsesersct 80,750 | 

Yor Palestine relief.........++-+- 43,450 ; : i 

Por refugees. .....ccncese ss ececcee 231,839 ‘ : i ! 

Por United Bations Relief & i i 

Rehabilitation Administration.... 2,588,659 
Yugoslav BLE. ceccesasdvcccavecersses | } : } 
Dollar CON oink és ova cd dend 6k 0 008 3 . i { : 
Counterpart fumds...... cee eeeeees 10 
Treasury Department; ' 
Chinese etabilisation.......... nies 11 ve t : i 
Civilian supplics.........---.seeees 134, j i : { 
ee PRE RO PE OCT Oe | S,Tio ft. L SRR PRS RI ERI SS SE 
iin wall dosuittic marist iil = * : ° Aerignss oe 
CREDITS UTILIZED, .........0000s+000+- vat 552,198 | 92,396 | 26,907 | 106,93) 07,596 | 
Agriculture Departmsat (Occupied ; 
areas commodity progrems)......... os 214, 353 
3. Maritines 
saips)..... 229 ,001 41, Wag b, 242 
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Por ale pelie ‘ ; Sense ners suse. cf 3 ty q * : Se Neuen ae 
hee 231,629 ; ; ‘ 
Por United Nations Relief & | 
Rehabilitation Sn 
ie oo BBRin ks eeKGCKEEESS oe Bees i ‘ 
Dollar fumda.....cccccncsesses eee : 
Counterpart Tamas... cccscees eee ee * i 
Treasury Department: | 
mms digg ai PN de RA 1 re ‘ | 
Civiliea IEE ws nn piece. aches 134, | 
Lené-lease....... eae erwer «eee eeee d { 
CREDITS UTILIZED. .........02.-s00ecee0s [aao72.327 [552,198 wn Td aii 
Agriculture Departmeat (Ovcupied- 
aress commodity progreams)......... od 22%, 353 
Commerce Departacat: Maritine 
Administration (Merchant ships)..... 229,001 12,409 ae 6, 242 
Defense Departaest: Aruy Departaeat: 
Surplus PROMO TEZ  ccecsercercncee eee 2,000 : : 
Baturel-fidres revolving fued...... 54,043 ! ‘ 3 ma 
Defense Materiales Procurement seen , | 
(Mutual Security)............... nfs | 
pee funds......-..05, Stvceseeces 15. i ' 
jounterpart funds...............+++ 22, 
: 
rt-leport Bank: | 
“Dromore Kavees deatbrwakeana’ ___.2,93>, 506 wk 2% 4 24 685 _ 9h aie So Ss 
Direct loasse renee ‘ ee ee with ets 92, 26 , 885 . ete ine.as »,! 
Por Mutual Security Agency: Beek o ‘ « 6,17 +968 74] 
Ps us vane dandyscus vgceeeeretes 1,125,467 . 
Im@ian 10OR... 2.2.6.6. cece eeseees 105, 
Spapirh loas........... piriveesss 17,118 i 
General Services Adminictration 
(Surplvs Property) ......ccwcceccece 16,4u6 | 151 : ; 
Recosstructicnh Finance Cerperatioa: . 
BOOBS. 000s dccienseensbastuse eee re ee . 70,302 89 22 3 
Occupieéd-areas commodity prograns.. 14,760 ; ; 
Surplus PECPOTEY oo ce cececscecccees 1,905 1,965 1,9 i ; 
State Departmat: ; 
Institute of Inter-smerican Affaire 32 32 ‘ ! 
United ations headquarters loan... 57,509 
Britieh DOG. cd dsc cnc ddsbatadeeusies 3,750,000 ; : | “ 
Lené-lease current credite......... aay, 
Lead- lease CLIVOT. . cance cvnes rants. = hs | 
Credit-agreenent effsete to graste. 1,2, 2,3 
Surples property......c..--sesesss eur oa * 21,286 8,05 ; 
Philippine funding............+++++ NCTE Boe Ge Tepe eS a Re i 
REVERSE GRANTS 48D RETURNS CH GRABTS... 1,089,172 Bs 7 
Bzecutive Offices ef the President? 
Directer of Mutual Security : 
(Counterpart funds: Military aid).. 10 ,o5® 
“Tinds: "Socasase’s technical abeist- 
ance).. eeveeee Seeeeseteee errr raenereee 505,433 
Treasury Departaent: 
Return of lend-lease grant goods: 
Merchant shipe......... pig aee Jae ia 
Savy GHAPS. cc cece cccsusss eve ee eee yee 1 
Reverse lend-lease.......sesseesss . 133. 
Cash war-accoumt settlements for 
lend-lease & other @TARES. 2.22200 b 9.509 - a wn le mm 
PRISCIPAL COLLBOTED ON CRRDIS.......... Pda. 106. a. 12 qhe | 53,370 31% J] 19:1 
Agriculture Department (Occupied- ‘ 
areas commodity programs)..........+ 234, 353 
Commerce Departeceat: Nartise 
Administration (Merchant shipe)..... T4276 2,040 1, ¥0s 
Defense Departeent: Aray Department: 
Batural-fibdres revolving fund...... 54,043 
Defense Materiele Procurement Agency 
(Mutual security) ....... ese eereeeee| sammie ta 
Dollar funds... .....-.sceseecerenes 353 
Counterpart fumds........-++-+- tees 87 
Export-leport Bank: a 
Loans.. Teese eee S| Sate erearerrere 7 1€ : 
Direct Lomns.....cee.ceseeeneeres te 3a 5 5, % He Rs oh i,t 
Loans through ageat "panks . becaess 166 ,176 63, ob, 857 17,504 b,! 
General Services Admiaicet ratios 
(Surplus property) .......+.-+++s+0 2,853 
Finance Corporetion: 
a 299,903 19 172 3 
Secupied areas commodity programs. . 14,760 s 
Surplus preperty..... eeeee Peeeseree i 95 1,905 29H 
State seat: 
eeisecke 2 Inter-American affairs 1D 19 
United Bations headquartere leas... , ,000 
Treasury Departaeat: = of eer hy 
Britieh Lome, ...c.-ceseeeecveeeees ++, 330 : 
Leaé-lease currest eredibe........ 33, 302 33. 301 
Lend-Lease Gilvef...cse-cceessees we 18b : q 
Credit-agreement. effects te graate. 43,508 we : 
Surplcu property... ee eeonsseeee eee 172,929 10, 6,055 
Philippias funding...... en eeeeneeee f 3,500 3 
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tries. Use of available dollar funds is largely determined by the managements of 
the two institutions, subject to certain restraints which can be exercised by the 
United States Government. 

The following schedules list foreign grants and credits utilized, collections of 
principal, reverse grants, returns on grants, and net foreign aid comprised of net 
grants and net credits. 

Columns may not add in all instances, due to rounding of figures. 

Mr. Woop. We have had some experience as to what is useful, and 
we have tried to foresee all of these things that would be useful to the 
committee. I think we have the most of them, and we will be glad to 
prepare any others. 


ECONOMIC DATA BY COUNTRY 


Mr. WiaeieswortH. At some time—and I think this is the proper 
place—I would like to have similar tables to those you gave us last 
year showing, one, by countries concerned, including ourselves, the 
gross national product and the percentage of that product going into 
defense and, two, the population of all countries, including our own, 
and the percentage of that population going into military manpower 
and, three, the actual financial contributions made by the nations 
which are party to this program, including ourselves. 

Mr. Woop. We have all of those. Some of that material is right 
in this budget document, country by country; but all of that material 
is available, and we will be glad to furnish it. You will see quite a lot 
of that information starting on page 47 in the budget document, and 
all the items you have mentioned are available and will be furnished. 

Mr. Wiaeitesworts. I would like to have those I mentioned in- 
serted in the record at this point. 

(The matter referred to faces this page.) 
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Men in active military forces! for European NATO countries,2 Canada, and the 
United States, Jan. 1, 1952 








| 
| | —— in active 
. | , re military forces 
Country | Population | as percent of 
population 


| In North Atlan- 
| 
| 
| 





| tic Treaty area 


SEEN ey PT Pee ee RE eee 8, 980, 000 1.5 














I gn ee 4, 310, 000 | .6 
PEO acleudauecse< eau 42, 400, 000 1.4 
Tosiand........ vet hale Reatoeey tone Ne tae et 147, 0. 
ee Se eee ae ES EEE St eke ee | 47, 000, 000 | 7 
EN Ne icin csi cc iiss inca ala nec plat scala | 10, 300, 000 | .8 
Nn gS kee las keit ie a aici bent aes a ee iieaial 3,310, 000 | .9 
OER nak Soe Aa le ec AR SiR SSE ETE See ea 8,570, 000 | 9 
SE NN ie tincin carried sp oucnwdadheamkeenctannedckuakkdawmdcince 50, 900, 000 | 1.2 
Total European NATO, excluding Greece and Turkey-...-....--- 175, 917 | Lt 
| World-wide 4 
I i aS le Sg ws “ca Sa Calg sient ln alee madd Reade nsehsSeoon ci | 14, 100, 000 0.6 
eRe es oe, pee eR ni lee. STN TR La ga ene } 156, 000, 000 | 2.2 





! Data exclude all paramilitary forces, except for Italy, and also exclude reservists and trainees on active 
a for short-term training — 
‘xcluding Greece and Tur 
3 Forces located a, in ‘the North Atlantic Treaty area. Thus excludes large numbers, especially 
of British and French forces, stationed overseas. 
4 World-wide forces, including both forces in NAT area and those elsewhere. 


Mr. Wiae.eswortH. I do not think I have anything more of a 
general character. 

Mr. Gary. Mr. Wigglesworth, an examination of the justifications 
shows that they have included a great deal of information this year 
that we requested last year. These justifications seem quite complete 
in that respect. 


Miuirary Assistancr, Evropr, Tirie I 
WITNESSES 
OFFICE OF DIRECTOR FOR MUTUAL SECURITY 


C. TYLER WOOD, ASSOCIATE DEPUTY DIRECTOR FOR MUTUAL 
SECURITY 
JOHN E. MURPHY, COMPTROLLER 


DEPARTMENT OF DEFENSE 


MAJ. GEN. GEORGE H. OLMSTED, DIRECTOR, OFFICE OF MILITARY 
ASSISTANCE 


Mr. Woop. I would suggest, then, Mr. Chairman, if it suits you and 
the committee, that we proceed with title I. I would like just to 
state again I think it is probably more useful ol may be a better way 
of approaching this to start out in title I with perhaps a general state- 
ment about the title and then go on to the Lisbon countries and 
Germany. We will start, if we may, with General Olmsted who will 
give us a general survey of the military program in title I. 

Mr. Gary. In that connection, I think we had better insert pages 
13, 15, 18, and 19 of the justifications at this point in the record. 

i il aarti Those figures, of course, will also have to be 
revised. 
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Mr. Gary. 


that we are requesting the revised figures. 


(The matter referred to follows:) 


TirLe I—Evurope 


As revised; and that is understood in each instance— 


Military assistance, defense support and assistance to Spain—comparative summary 
of obligations by functions and activities 





















































: Actual, fiscal | Estimate, fiscal) Estimate, fiscal 
Function and activity year 1951 year 1952 year 1953 
Military assistance: 
Sco dint cc caenencavos>nsochconempeobeoenen cal $3, 716, 857, 240 | $4,076,611, 585 | $3, 476, 946, 731 
I ee ic nn 4 9 cna ei el eemne eae 33, 884, 530 60, 790, 591 156, 234, 680 
Total, country programs. ....-.-..-2...-.........- 3, 750, 741,770 | 4, 137, 402, 176 3, 633, 181, 411 
Contributions to— 
Construction of facilities in foreign countries for 
collective defense _- - -- ee yates SI O00 00 1... 225 
NATO international military headquarters. - a : 9, 000, 000 9, 000, 000 
NATO international civilian ee pam 274, 172 266, 813 1, 547, 000 
Standing group -- ‘ hs emote aloe har roe eer pe! apie dlnae hes 520, 000 
erat _ REE RS Re Ae A ees Beep kee Ca OTe 193, 497 500, 000 
PE ES , ERS SES 1, 500, 000 4, 260, 500 
cetencatical ‘(for all MS programs) - - - -------- 5 33, 218, 004 42, 031, 154 43, 790, 000 
Total direct obligations (military) - ...--...-..---- 3, 784, 233, 946 | 4, 410, 393, 640 3, 692, 798, 911 
Deduct carry-over from 1952__......--.------- sca pipe ton watblsede advices deacon —277, 184, 161 
Appropriation request (military) ----.......-.--.----]---------------- aoe ger 3, 415, 614, 750 
Defense support: ! 
a LT RE REAR LS oh TR ie 2 hs ee ee 2, 087, 933,169 | 1, 473, 194, 000 1, 247, 883, 000 
EPU—United States contribution. - 350, 000, Te Ue See are ee 
OL SEE cee 13, 333, 295 16, 055, 500 15, 500, 000 
Basic materials development__.-.........-.--------- 7, 064, 108 11, 480, 658 19, 000, 000 
Bilateral technical cooperation. .--_.......---...--- Oy, Jk PRES SEY PUY (APR re os at 
oe A EE EE Te es ES le 11, 900 50, 000 50, 000 
Total direct obligations (defense support)e-.--.-..| 2,458, 821,397 | 1,512,175, 158 1, 282, 433, 000 
Appropriation request (defense support) -...........]-----..-------.- bsnl 1, 282, 433, 000 
Assistance to Spain: 
Total obligations___......-- ney wrk nen Sill feb 17, 200, 000 45, 300, 000 100, 000, 000 
SP NN RIN OR iirc nina license conensn ae canneceea-coe}  —=100,000, 0080 
Appropriation request (assistance to Spain) .........}--.....-.-.-.-- pete (2) 
Recapitulation of all functions and activities: | ee ae 
Total obligations___..-___- inedeeicnicn pnb ae 6, 260, 255, 343 | 5, 967, 868, 798 5, 075, 231, 911 
SORENINCD NE PV Oe WUE BO ohne oo een on ganna cwee AD ated eee —377, 184, 161 
Total appropriation request, title I..............-.]---.--------- LEE oe a ao 2 4, 698, 047, 750 





| 
| 





1 Includes $75 million economic assistance for Austria in 1953. 
* Funds to be utilized pursuant to sec. 101 (c) of the Mutual Security Act for assistance to Spain are in- 
cluded in the military assistance and defense support estimates in title I. 


readily determinable at this time. 


The respective amounts are not 


Note.—Obligations have been adjusted by functions and title to conform with the appropriation struc- 


ture proposed for 1953. 
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Comparative summary of obligations by activity 
























Activity Actual fiscal | Estimate fiscal | Estimate fiscal 
year 1951 year 1952 year 1953 
PNR Sesh ce seg. 28S a Oe ae ee $3, 716, 857, 240 | $4, 076, 611, 585 $3, 476, 946, 731 
| SAREE Rae - i ORE Sapa Sma Penis 33, 884, 530 60, 790, 591 156, 234, 680 
Subtotal country programs. -__-........--..-...... 3, 750, 741,770 | 4, 137, 402, 176 3, 633, 181, 411 
Contributions to: 
Construction of facilities in foreign countries for 
ee RAE eo a ea eS SURE aaa We CGO 76 ee 
NATO international military headquarters 9, 000, 000 9, 000, 000 
NATO international civilian headquarters. ._....._- 266, 813 1, 547, 000 
RN I ee ee oe ee et cues bocce twcadans 520, 000 
Control Act expenses (Public Law 213). _.._-.-..------- 193, 497. 500, 000 
SN eee a gee a ea ood et 1, 500, 000 4, 260, 500 
Administration 42, 031, 154 | 43, 790, 000 
Tren Gren, 252 ee ae 3, 784, 233, 946 4, 410, 393, 640 3, 692, 798, 911 











Matériel— Comparative summary of obligations by major cate; gory 



































Obligations 
Major category Actual, Estimate, Estimate, 
fiscal year fiseal year fiscal year 
1951 1952 1953 
Aircraft, spare parts, aero equipment and supplies.___..-..-._] $955, 421, 566 | $728,950, 860 | $651, 525, 628 
SO RRS EIDE PRED AE a RTE ee RES 128, 905, 884 414, 008, 949 151, 475, 486 
Vessel equipment. _.- i abietwinie eder aseta ta 30, 448, 150 44, 966, 588 51, 574, 777 
Electronics and other signal equipment. din cheatin das 309, 284,991 | 218, 460, 399 243, 056, 787 
Ordnance equipment and supplies.._-.-..__.......-..------- 1, 991, 746, 957 |2, 233, 667,777 | 1,712, 912, 970 
Engineering equipment and supplies_____- eal ES eR 64, 083, 174 122, 278, 800 99, 848, 403 
Quartermaster equipment and supplies. -._.....-....-.------ 5, O4 165, 765, 229 79, 785, 187 
Medical equipment and supplies 392, O83 246, 019 779, 637 
Chemical equipment and adnan 307, 529 324, 639 26, 113 
Adjutant General —- ; 252, 366 50, 000 ee ASIANS 
Pe nog ori onto nda Ske obec ha abntcle eeeen boos 17, 605 655, 563 
Subtotal (matériel) -._.-.......-.- .-----..-]3, 481, 398, 743 |[3, 928, 736, 865 | 8, 021, 640, 551 
Repair and rehabilitation of United States excess_...__-____. 65, 573, 529 iy Go. eae 
Total, matériel, repair and rehabilitation of United 
URWOG ORIN ong co spt wwe eee dn tye nna seh deities 3, 546, 972, 272 |3, 939, 743, 397 | 3, 021, 640, 551 
Direct operating salaries and expenses So aceah Beane 696, 981 la Ro 4 ei ee 
PUI a Sree no mtienhin ndens 0 REA FAS RL sees Set Ske: 95, 650, 900 6, 269, 100 catch ee 
Accessorial costs _ _._- ghee tind wa eer a sada Ae ee 71, 537, O87 124, 714, 763 455, 306, 180 
Rehabilitation of installations. , 000, i i ee 
CN oe Sob nd ieee Bs 6 bdo dates kg unio ohnwp eit vane cba eee ie “4 680, 0 000 
aang MED Bak oct lad inn wn bop auee ti aasnebicadde ask a 3, 716, 857, 240 4, 076, 61, , 585 3, 476, 946, 731 
Acquisition cost of ex cess items (not included in matériel 
DME ee gee ko Sul. ec es eget -| 174, 864, 426 91, 853, 857 5, 320, 896 
Matériel by services: 
ee a a te nana ann ee kad anise pea eae 2, 162, 938, 195 |2, 204, 902,413 | 2,010, 297, 584 
RIEL LE RT Ce he SARE ee eT Ae a aE 287, 755, 837 | 664, 871,014 467, 184, 888 
AOY TOPOS. S23 ek es PiU cc eh asia gueeemaces 1, 266, 163, 208 |1, 206, 838, 158 999, 464, 259 
TINS 2 Fe ea to mack aad aoosenadeoncnasdmenee amemaben 3, 716, 857, 240 |4, 076, 611, 585 | 3, 476, 946, 731 
} 
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Training—comparative summary of obligations by category 





Number of spaces | Cost to United States 





Actual | Estimate Estimate | Actual | Estimate | Estimate 


Category 
ifiscal year fiscal year fiscal year, fiscal year | fiscal year | fiscal year 
: 

















1951 1952, | 1953 1951 | 1952 1953 
| | } | 
1. Formal training zone of interior__} 8, 664 | 9,539 | 17,883 $20,786,554 $50, 426,474 |$146, 770, 290 
2. Formal training overseas_-- | 1,775 | 3, 945 | 5,403 | 530,475 | 1,925,278 | 2,665,040 
3. Mobile training teams_--_- A 36 103 | 130 | 138, 878 | 342, 533 731, 600 
4. Technical assistance_____- 41 | 192 | 295 | 515,115 | 2,846,948 | 5, 241, 750 
5. Training aids '............. BESS The COVER Soetceapeeees, Fe eT 553, 563 2, 654, 184 127, 000 
6. Miscellaneous fund__............- RSA Se SRC: Cera 232, 124 | 831, 917 699, 000 
eS ee ee heerne ERROR: EUR TL ELEN AEE (0 SRST MIS MPRA EONS 
8. Training expenses of mission (T) 823 | epee | 2,127,821 i ES ere 
de cien:ila Nrhatluihia-ateetstatanbtiesionat 11, 339 13, 808 23, 711 33, 884, 530 | 60,790, 591 | 156, 234, 680 
Recapitulation by services: italien tes re ee jek | 
BE Poncbnnathvbbcncneuwsnseed 2, 380 4, 542 3, 151 3,516,169 | 9,498,202 | 4, 200, 000 
i CE RRR Serre | 4, 995 | 2, 490 6,795 | 10, 202, 763 i, 916, 577 18, 736, 580 
Bal FOOGG Foc ndeticcncecmsuenusce 3, 964 | 6,776 | 18,765 | 20, 165, 598 | 39,375,812 | 133, 298, 100 
TOON occcncnindcwedhouda<nans 11, 339 13,808 | 23,711 | 33, 884,530 60,790,591 | 156, 234, 680 





1 Air Force and Army training aids reflected in matériel] program. 
(Discussion off the record.) 


OBLIGATIONS FOR AID TO SPAIN 


Mr. Woop. The act required an additional $25 million over and 
above the $100 million last year to be used exclusively for the Spanish 
program, but that will not show in this particular table separately. 

Mr. WiceGitesworts. I do not understand why the different treat- 
ment. 

Mr. Woop. In what respect? 

Mr. WiaeLteswortru. Well, I do not understand why the assistance 
to Spain is intended this year in total obligations. 

Mr. Gary. That is because in this table all the countries are com- 
bined. 

Mr. Murrny. Except that last year the assistance to Spain was 
actually a separate appropriation as a distinct entity. 

Mr. Gary. And this year it is lumped with the others? 

Mr. Murpuy. This year the act requires at least $25 million of the 
money appropriated for military and economic be devoted to assistance 
to Spain. 

Mr. Wiee.eswortu. In this table you are talking about you have 
total obligations, assistance to Spain, $100 million, and then you deduct 
the carry-over from 1952 of $100 million. 

Mr. Woop. Because none of that is estimated as likely to be obli- 
gated in this fiscal year. 

Mr. WiceLeswortH. You mean although Congress made $100 
million specifically available in respect to 1952 and $25 million in 
respect to 1953, it is not contemplated to obligate any portion of the 
total for Spain before the end of 1953? 

Mr. Woop. No; before the end of fiscal 1952. It is expected, 
assuming we work out adequate arrangements in bilateral negotiations 
with the Spaniards, that a considerable amount of this will be obligated 
in fiscal year 1953, but it is not expected that any of the $100 million 
made available last year will be obligated by the end of this fiscal 
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year, because we are still in the middle of some rather complicated 
negotiations with the Spaniards. We do not make money available 
to them until in fact we have arrangements satisfactory to the interests 
of the United States. Those negotiations are progressing well, and 
it is expected we will come out with suitable and satisfactory arrange- 
ments. 

Mr. WiacieswortH. That $100 million continues to be earmarked 
for Spain and for Spain alone? 

Mr. Woop. That is correct. 

Mr. Wiaeteswortu. Can you tell us off the record anything 
further about the negotiation picture? 

Mr. Woop. Not much more than Mr. Draper told you yesterdays 

(Discussion off the record.) 

Mr. Woop. Now, perhaps General Olmsted can cover the military 
program in title I, including its scope, and give some information as 
to how this program is being developed, and what it is designed to 
accomplish by way of military build-up in Western Europe. I will 
call upon General Olmsted, if I may. 


GENERAL STATEMENT 


General Otmstep. I| think it might be most useful to the committee 
if I say a few words about the mechanics, what has been done to date 
in the program, and what we hope to do in the 1953 program. I 
think that it might be most helpful if we look at these charts some of 
which contain some secret data, as we go along. 


MILITARY ASSISTANCE ADVISORY GROUPS 


You have heard a good many discussions about MAAGS, Military 
Assistance Advisory Groups, that have been set up within the last 
2 years in the countries eligible for military end item assistance. This 
first chart will give you an indication of where they are located now. 

There are currently in prospect a new MAAG in Spain, probably 
one in Western Germany, and very possibly another in Japan. Six 
are in the process of formation now in Latin America to implement 
the title 1V aspect of the program. 

The job of these MAAGs, I think you all know, is essentially logis- 
tical, although in the titles IT and III areas they do conduct tactical 
training as well. 

The way they handle their logistical function is to sit down with 
the country representatives in whose country they are located, and 
go over together the items in the Tables of Organization and equip- 
ment that would be required to meet the deficiencies for the forces in 
being, and determine the equipment for the forces to be phased in 
during the next year. I might add we are working on a substantially 
reduced Table of Organization and Equipment as compared to those 
used by our American forces. Chiefly the items omitted are those 
that can be sacrificed or eliminated due to the difference in missions. 

Mr. WiaGLteswortu. Do you have a uniform table for all countries 
in Europe? 

General Otmstep. We have a standard table of organization and 
equipment for European countries. It does not differ from ours in 
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terms of fire power; it differs from ours in a reduced allowance of 
transport equipment and so forth. 

These MAAG’s, with the country representatives, analyze the 
country assets, what the country can do for itself in the ensuing period. 

Mr. Gary. Will you put into the record what MAAG is? 

General Oumstep. Military Assistance Advisory Group. 

Mr. Couprert. When you speak of their assets and what they can 
do for themselves, are you speaking solely of military assets and 
military potentials, or are you including the total national economic 
assets? 

General Otmsrep. No, sir. Our presentation is strictly on the 
military end item aspect. 

These net requirements, after taking out what the country can do 
for itself, what it has yet coming to it under previous MDAP pro- 
grams, then pass to the regional level, the Joint American Military 
Advisory Group, which screens the deficiencies in terms of cross-help. 

Mr. Gary. That is JAMAG? 

General Otmstep. Yes, JAMAG. 

For instance, if one country can make a surplus of land mines and 
another country needs them, then within the European areas there is 
this exchange of cross help. 

These programs then come to Washington and are distributed to 
the three services, the Army, the Navy, and the Air Force, who apply 
the test of availability and the pricing test to the deficiencies. 

Obviously, if we cannot make an item, or if security considerations 
would make it undesirable to provide the item, or if the total list of 
deficiencies outrun the availability of funds, or the estimated avail- 
ability of funds, then those requirements come out at this point 
[indicating]. The priced programs come to the Office of the Secretary 
of Defense where the strategic and economic and the political test is 
applied. Having made that final screening within the Pentagon, the 
measure then goes to the Bureau of the Budget and to the Congress. 

When the funds are appropriated, the military services then divide 
the procurement between offshore procurement and procurement 
from existing military stocks, which is rather meager now, and pro- 
curement from new production. Then this process must be repeated, 
the process of refinement. 

In title I we received a little over $600 million cut in the authoriz- 
ing legislation. After the Joint Chiefs of Staff are consulted about 
how to apply that cut, by service and by country, the country MAAG 
is then told there will be so many million dollars taken out of their 
army, navy, and air program. The MAAG must sit down again 
and drop the lower priority items, coming up then with a refined 
program which under ordinary circumstances will take about 90 
days from now before we can get that type of refinement worked 
back through this channel. 


EFFECT OF ADOPTION OF EUROPEAN ARMY AGREEMENT 


Mr. Couperr. I am curious to know whether the department, 
your agency, or any agency, has given any thought to the possible 
effect of the adoption of the European army agreement upon this 
procedure, because this procedure was set up under existing cir- 
cumstances. 
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General Oumsrep. Yes. 

Mr. Coupert. It seems to me on its face at least that when you 
get a six-country European army it may well be that this whole 
elaborate MAAG structure might well become unnecessary. 

General Otmsrep. Well, sir, it could be consolidated insofar as 
the six countries are concerned. In a few words, it will take the form 
of a senior United States military representative located in Paris who 
will absorb JAMAAG into his organization, which will deal with the 
European defense forces as an entity. Those papers are in process, 
the directives are in the process now of preparation. 

There will be in the European defense forces a logistical element 
that will deal with our logistical elements. We will deal with them 
as an entity. We will still have the remaining countries that are not 
a part of the European force that we must deal with separately. 

Mr. Coupert. | know that merging is, of course, the accepted and 
orthodox administration method of dealing with agencies that have 
ceased to be useful. I am thinking more in terms of elimination. 
NATO is streamlined under the new recent arrangements resulting 
from Lisbon and other meetings. 

Is it quite impossible that all of this MAAG arrangement might 
well be unnecessary if there were a competent, well organized NATO 
organization that could handle all of this screening and more or less 
direct the use and disposition of American contributions of equipment? 

General O_tmsrep. Under the present law it would be, in our judg- 
ment, impossible because the responsibility for not only the establish- 
ment of requirements, the training in use, care, and maintenance; 
but also the supervision of the end use is a responsibility of the Secre- 
tary of Defense. In our judgment it is not envisaged in the law that 
he could delegate that kind of responsibility to an international body. 

Mr. Coupert. The law could be changed very easily if there seemed 
to be good reason to change it. 

General O_msrep. Yes, but on the other side of that thought is 
the thought that, when we relinquish the unilateral control of our 
resources, we relinquish a very large voice in the councils of inter- 
national affairs. 

Mr. Covuprert. Our voice comes not from the allocation of resources 
when they get there; it comes from voting the funds and giving them 
the equipment. 

What I am getting at is a question that I think ought to be con- 
sidered, and obviously you cannot answer it now, but I think that your 
agency ought to be considering whether this elaborate military set-up 
might not well be eliminated when NATO really gets rolling so that 
when we contribute our equipment the NATO organization should be 
able to determine what military equipment is needed for the Belgians, 
the Dutch, the French, or someone else, and channel it themselves. 

General Outmsrep. I will say this, Mr. Coudert, in support of your 
thought, both from the standpoint of what is a proper table of or- 
ganization of equipment for forces, which forces should be equipped 
first, what category of items should be programed first if we should 
run out of money, in all those things we look to SHAPE for recom- 
mendations, but we reserve for the United States unilaterally the 
right to make the decision. 
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WORK SHEETS FOR ESTIMATING REQUIREMENTS 


General OtmstEaD. This second chart is a pictorial presentation of 
the work sheets that come into the military service from the MAG. 
This is an actual picture of the work sheet that relates to the 105 
howitzer. These are the actual figures taken from it. 

On the requirement side there is shown the number required for 
the 1952 forces, those that will be required for the forces to be phased 
in during 1953, and the minim combat reserves. 

On the resources side it shows the assets oa hand prior to MDAP, 
the indigenous production through 1952, the MDA programs through 
1952, the indigenous production anticipated in 1953, and the proposed 
1953 MDA program. 

We will later hear from the service representatives the analysis, 
item by item, of the programing procedure of which this is a part. 
In this particular case it will appear on our request for France for 
that number of that particular item. 

Mr. Wieeiesworru. Is that the number of units? 

General Otmstep. Yes. 

Mr. Woop. Those numbers are based upon the original request 
and not on the conference report. Is that right? 

General Otmsrep. All of my figures have been on the original 
request because it will be 90 days from now before we apportion the 
cut between service and country. 

Mr. WicGieswortn. The figure of 835 units, total requirements, 
represents the figure after it has gone through this process that you 
have been describing? 

General Otmstep. Yes. 

Mr. WiaGcLesworrn. It is not the original request. That is the 
figure that has been determined as a reasonable figure after it has 
gone through MAG and JAMAG, the Secretary of Defense, and so 
forth? 

General Otmsrep. That is the figure right here. 

Mr. Wiaaieswortnu. I am talking about the 835. 


CALCULATION OF MINIMUM COMBAT RESERVES 


General Oumsrep. This is the result of their table of organizations 
related to their units, either in being in 1952, or scheduled for activa- 
tion in 1953, with the minimum combat reserves. 

Mr. WiaGieswortu. Prepared by MAG and JAMAG? 

General Otmsrep. That is nght, sir, and the representatives of 
the French military. 

What this picture will show you is that due to what we there 
believed our fund limitations to be, we will have the unit equipment 
for these light artillery units. If there was a cut applied to this 
particular item, and that is a matter the French military and our 
French MAG must give us a recommendation on; that item might 
disappear entirely, or be cut in half. We might even fall below the 
full unit equipment, if that were eliminated entirely. 

Mr. Woop. May I ask permission that the specific figures on these 
charts be deleted from the record when we edit it. They are classified. 
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Mr. WicGieswortu. What is the basis of determining that mini- 
mum reserve? Is that a percentage computation, or a certain number 
of days or weeks or months, or how did you arrive at the figure? 

General Otmstep. It is a 90-day combat reserve, based on our 
experiences in World War II. How many of these will be eliminated 
as a result of enemy action, or wear and tear during 90 days of combat. 

Mr. Coupert. Off the record. 

(Discussion off the record.) 

Mr. Gary. What are these figures based upon that you have just 
given us on the chart? 

General Otmsrep. This is a picture, a graphic picture, of the actual 
sheet that our MAAG worked out with the French military. 

Mr. Gary. They are our figures and not the figures of the other 
country? 

General OumsrEep. They are the agreed figures between our military 
people and the French military people. 


READILY MOBILIZABLE STRENGTHS 


This next chart is a picture of the total readily mobilizable United 
States strength on a world-wide basis and the Western European 
mobilizable strength in the NATO area. It excludes Greece, Turkey, 
and Germany. ‘The purpose of this chart is to indicate the readily 
mobilizable strengths in being now between the United States world- 
wide and the European forces, with the exceptions that I have 
mentioned, in being in Europe 

Mr. Gary. One minute, please. 

(Discussion off the record.) 

Mr. Gary. You may proceed. 

General Otmstep. The purpose of this chart is twofold. One is to 
show the comparison and strength. The other is to show the compar- 
ison in military personnel expenditures and the costs. 

You will note that the active United States military strength com- 
pares to the active European military strength as these two bars 
compare, the dark red bars. As was said the other day, under the 
European mobilization system they have substantial forces on a 
readily mobilizable basis, 3 days, 15 days, 30 days, where the fellows 
have their training, where they have their equipment, and where they 
have their unit assignments, and tests have been run in the last year to 
make sure that these units can actually be mobilized in the time 
designated. You will see that on a 30-day basis the readily mobiliz- 
able strength in Europe comes up to this point on the bar, and you 
can see the comparison between that and the readily mobilizable 
strength in the United States. 

Mr. Wiacieswortn. Is not that American figure high? 

General Otmstep. That includes those we might mobilize in 90 days. 
That includes the Guard and the Reserves that would be mobilizable 
in 90 days. 





COMPARATIVE COSTS PER SOLDIER 


The reason we show you the expenditure comparison is to empha- 
size the fact that where an American soldier, personnel wise, costs us 
about $3,000 a year, the next most expensive soldier in the NATO 
family only costs about $1,200. From there on the figure runs down 








330 


to as low as $400 per year for some of these NATO soldiers. So, when 
we look at the amount of money in their military budget, we like to 
emphasize the fact that the same number of dollars will keep more 
soldiers in uniform and under arms in these countries than it will in 
the United States. 

Mr. Gary. That $3,000 figure is just for pay? 

General Otmstep. Pay, subsistence and travel. 

Mr. Gary. And does not include equipment? 

General Otmstep. No, sir. 

Mr. WiccieswortH. What is the comparative cost of maintaining 
a division? 

General Otmstep. The initial cost of a European infantry division— 
this is an average for the United Kingdom, Belgium, France, and 
Italy—is $280 million. A comparative figure in the United States is 
$477 million. That is for the initial equipment. Your question was 
for the maintenance. I will have to make a brief calculation here. 

The maintenance cost of the European division, assuming a 20- 
percent replacement on its equipment, would be $93 million per year 
for the Europeans, and it would be $240 million for the United States. 
That is assuming a 20-percent replacement on their capital equipment. 

The major difference, to break it down a bit further for you, is the 
military personnel costs for a European infantry division is $32 
million, whereas ours is $116 million. 


DEVELOPMENT OF EUROPEAN MANPOWER 


To show you this European manpower situation in a little different 
way, this next chart shows the progressive development of the Euro- 
pean manpower for 1951, 1952 and 1953 as compared to the United 
States manpower in 1952. 

Again, we are talking about forces, active, plus mobilization, those 
mobilizable within 90 days. 

The purpose of this chart is to indicate there has been a progressive 
strengthening of the available readily mobilizable forces in the Euro- 
pean area. Again, these figures do not include Germany, Greece, 
Turkey or Yugoslavia. 

Mr. WiceLeswortna. Is that the calendar year? 

General Oumstep. Yes, that is the first of the calendar year. That 
is January 1, 1952. 

Mr. Wiac.Leswortu. Off the record. 

(Discussion off the record.) 


COMBAT WORTHINESS OF FORCES IN BEING 


General Oumstep. Now, naturally, it is a matter of interest as to 
what is the combat worthiness of these units that we have. This 
chart shows SHAPE’s estimate of the combat worthiness of the forces 
they had as of the first of this calendar year, the first of 1952. You 
will see that SHAPE’s estimate on a D-plus 30-day basis is that they 
had this many divisions, of which this many were United States 
divisions. 

Mr. Wiaeieswortu. As of what date? 

General Outmstep. December 31, 1951. As SHAPE estimated, 
they had on a D-plus 180 basis, naval vessels in these categories and 
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in these numbers, of which this many were United States vessels. 
On the aircraft side, aircraft in units, SHAPE estimated this figure, 
of which this many were United States aircraft. 

I should like to emphasize, as compared to Korea, where the 
United States is putting up 90 percent of the forces, the differences 
in these figures insofar as they relate to the proportionate contribution 
of the United States in the European area is substantially less. 


COSTS OF UNITS PLANNED 


Now, in terms of dollars and the units that are planned, this next 
chart will show you for the Army, Navy, and the Air, what we are 
funded for through 1952—through the fiscal year 1952. 

Our fiscal year 1950, 1951, and 1952 programs provided funds for 
the initial equipment for this many divisions. 

On the Navy side, the 1950 through 1952 program provides this 
many vessels of the destroyer escort class and larger, and this many 
vessels smaller than the destroyer escort, and the 1953 request would 
provide this many more. 

On the air side, our program 1950 through 1952 provided for this 
many aircraft, and the 1953 asking provides for this many more. 

Mr. Woop. Those, again, are the original requests and not the 
requests before this committee. It would be less. 

General Otmsrep. That is right. As a result of the cut made in 
the bill there will heave to be a sealing back. The decision of that 
scale-back, of course, is something we will look to our Joint Chiefs of 
Staff for guidance on. We will have to get their views about whether 
the greater sacrifice should be in this country or that, or this service 
or that. 

Mr. WieeLeswortH. What does the over-all cost picture look like, 
looking ahead? Is the military item going to fall off, or is it going to 
stay where it is, or if so, for how long, in your judgment? 

General Otmstrep. Well, sir, I have a few charts later that will give 
you an indication of that, and I will try to answer more specifically. 

There has been a good deal of discussion about lead time, and why 
once money is appropriated we cannot immediately obligate it and 
spend it. 

DISTRIBUTION OF 1952 APPROPRIATION 


This next chart is a graphie presentation of what happened to our 
1952 appropriation. The money was appropriated at the end of 
October 1951. On the average, it takes about 3 months to go back 
to the Joint Chiefs of Staff and to the country, our MAAGs in the 
country, and get them to refine the programs and to spread the cut. 
When those refined programs come back to us and are passed on down 
to the services, on the average it takes about 3 months to actually 
place the contracts. That brings us down to April 1952, on the aver- 
age, and that indicates why our major obligations come at the con- 
clusion of the fiscal year if we do not get our appropriation until a 
substantial part of the fiscal year has elapsed. 

This is for a line in motion, not for a new line that must be tooled up. 

Having let the contract and adding on lead time, it takes 11 months 
to get medium tanks; it takes 15 months to get a mine sweeper; it 
takes 21 months to get the F-84 aircraft. And so the expenditure for 
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the aircraft as provided for in funds in October of 1951 will be made in 
January 1953, because aside from some relatively modest progress 
payments the expenditure is made when the end item is delivered. 
That is why unexpended funds are not the test of our needs. If we 
now got no appropriation, for illustration, we would still be delivering 
the items funded for a period of a number of months, but then there 
would be a gap in which there would not be anything in the world that 
we could do to prevent the drying up of the flow of this equipment. 


CUMULATIVE TOTAL FUNDS ALLOCATED TO DEFENSE 


From the beginning of the program this next chart indicates the 
amount of money that has been allocated to the Defense Department, 
cumulatively. You will see that that comes up to approximately 
$11.4 billion by the time the fiscal year is over. That is the total 
amount of money appropriated or allocated to the Defense Depart- 
ment. That is after giving effect to the transfer from military to 
economic funds during this Sens year. 

The curve dn obligations has followed this pattern. We have our 
tentative May 1951 figure now, and we are right on the line on that 
point. This will show, first, that we do not expect to have a portion 
of our funds obligated at the end of the fiscal year. That 400 to 
$500 million must be reserved for engineering and price changes. 
Also, you will note that at the end of each fiscal year, 1950 and 1951, 
that the services were able to substantially complete their obligation 
of funds, and we seem to be following exactly the same pattern 
this year. 

There must be a certain time lag between the allocation of money 
and the actual obligation, and you see that time lag is tending to 
shorten as compared to where it was in here. 

Now, the pattern of expenditures has been following this curve, and 
it is our judgment that we will substantially be on that curve right 
through to the end of the fiscal year. There again you will notice that 
the time lag between obligation and expenditures has tended to dimin- 
ish. That obviously is a reflection of having now taken care of the 
initial tooling in most of the lines; having gotten the lines in motion, 
and the lead time will lessen as time goes on. 

Mr. Gary. How much do you estimate you will spend during the 
next fiscal year? 

General Otmstep. Our estimate of expenditure for the fiscal year 
1953, before the cut, is $7.7 billion. The cut will affect that to some 
extent, but not by the total amount of the cut, because the money 
appropriated in 1953 will not all be spent in 1953, again due to the 
lead time factor. 

Mr. Wiceieswortn. That means that you are going to have an 
unexpended balance of around $9 billion as of June 30, 1952, I take it? 

General OtmsteD. I think it is about $7.8 billion, Mr. Wigglesworth. 

Mr. Woop. The $9 billion is the whole of the mutual security 
program. 

General Otmstep. $7.8 billion is for the military. It is the differ- 
ence between $11.4 and $3.6 billion. 

Mr. Wiaciteswortn. The figure that you gave the chairman was 
the military expenditure for 1953, or was it an over-all estimate? 
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Mr. Woop. It was the military figure that the General just gave, 
$7.8 billion. The estimate in the President’s budget for the total 
expenditures for 1953 for all elements of the program was approxi- 
mately $10.5 billion. 

General Otmstep. Yes. The $7.8 billion figure is the estimated 
military expenditures. 


PROGRAMING, DELIVERIES AND ACCOMPLISHMENTS 
These next three charts are charts that we worked out with SHAPE. 
ARMY PROGRAM 


This first one is an Army chart which shows on the left-hand bar 
the programing, and on the right-hand bar the estimated deliveries. 
I said that we would have a look at what the goals were, the targets. 
This right-hand bar also shows the present estimated total military 
requirements. These figures are in divisions. You will see that 
through 1953 we are funded for substantially that number of divisions, 
which is substantially that portion of the total presently calculated 
military requirements. 

Mr. WiaGLeswortu. I am not clear on that. Just take that De- 
cember 1951 indication there. What does that mean in terms of 
deliveries? 

General Otmsrep. It means there were this many division sets of 
equipment delivered by the end of the calendar year 1951. 

Mr. Gary. What is the difference between that little hatched col- 
umn and the column above? 

General O_mMstep. That was the military requirements program 
goal that was set for forces to be in being by the end of 1951. 

Mr. Gary. And this is what was accomplished? That is accom- 
plishments versus goals? 

General Otmstep. That is right. 

Mr. Wiceieswortu. Is this chart we are looking at a reflection of 
the over-all performance under title I military, or is it for just some 
particular items in that program? 

General Otmsrep. That is the over-all performance of the Army 
side for the NATO countries. 

Mr. Gary. That is not money; it is men. 

Mr. WiaGLesworru. I understand. 

General Otmstep. These are division sets of equipment. 

Mr. WiaGLesworrn. It is end items; it is equipment for divisions. 

General Otmsrep. That is right, sir. 

Mr. WiecLtesworrh. What I am trying to get at is this: You 
equipped a certain number of divisions; is that what vou mean? 

General Otmstep. We had shipped a certain number of division 
sets of equipment; ves. 

Mr. Wiagueswortn. And you intended to ship as of December last, 
equipment for a certain additional number of divisions; is that right? 

General Otmstrep. No, sir. This 1s not an indication of our antici- 
pated deliveries; this is an indication of the forces that were established 
that would require equipment. 

Mr. WiaGiesworrn. I thought this was an indication of the goal 
versus performance, but it simply sets up the over-all forces to be 
equipped and shows how far we have gotten along with the job? 
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General Otmstep. That is right, sir. We have the same com- 
parable figures for the Navy and the Air Force. 


NAVY PROGRAM 


This next chart is the Navy picture expressed in terms of numbers 
of vessels, and this is the picture expressed in terms of the numbers of 
front-line aircraft. 

Mr. WiceiteswortnH. Does that mean that you will not have 
reached the goal in December 1954? 

General Otmsrep. It will mean under the funding we will be this 
much short of our goal in 1954. The gap will be filled to the extent 
that the 1954 program or appropriation will permit. 

Mr. Wice.eswortu. The gap seems to be increasing all the time. 

General Otmstep. Well, sir, it is a reflection of the military require- 
ments of this many European aircraft, plus our own that will be 
deployed, or are deployed and will be deployed in Europe. 

(Discussion off the record.) 

Now, the fact that it is stepping up this way is a reflection of two 
things: one, the possibility of improving the production of aircraft, 
both here and abroad, and the other is the capacity of these people 
to receive the aircraft. 

There is one point in this chart that I would like to point out to 
you. That is the very large percentage of the total that is accounted 
for by indigenous production, manufactured and financed by these 
countries for themselves. 

Mr. Wiacieswortn. Off the record. 

(Discussion off the record.) 

General Otmstrep. Mr. Chairman, with that sort of general state- 
ment of what has been happening and what we are trying to do from 
a military standpoint, I think it would be most helpful, after Mr. 
Cleveland makes his economic presentation, that we start into a 
country-by-country presentation. 

Mr. Woop. I take it the committee will adjourn soon. 

Mr. WiccieswortuH. I wonder, Mr. Chairman, if I may suggest 
a couple of requests here. 

Mr. Gary. In connection with the military? 


TABLE OF FUND AVAILABILITY 


Mr. Wiaauesworrn. Yes. In the consideration of appropria- 
tions for the armed services here at home, there was furnished a 
table, for the Army, for the Navy, and for the Air Force, which shows 
by item the unexpended balance as the end of the fiscal year, the 
new obligation authority, the total available for expenditure in the 
next fiscal year, the estimated expenditure in that year, and the un- 
expended balance as of the end of that fiscal year. I wonder if 
some such table could be made up in terms of end items that are 
contemplated for delivery by general categories of items. 

General O_msrep. I am sure we can do that. 

Mr. WicciteswortnH. The other thing I would like to get, if pos- 
sible, would be some over-all table that would show by general cate- 
gories what performance to date is as compared with the goal or target, 
so to speak; in other words, what did we hope to deliver as of some 
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recent date, what have we delivered, and what has been the slippage, 
if you can use that term. Can you give us something along that line? 
General Otmsrep. Yes; we will try to work up something. 
(The insert requested by Mr. Wigglesworth has been for security 
reasons classified ‘‘Secret’’ and cannot therefore, appear in the printed 
copy of the hearings.) 


OBLIGATIONS AND DEOBLIGATING 


Mr. Woop. May I just make one remark before we adjourn? 

Our experience in the authorizing legislation indicates there was 
some confusion concerning what was meant by the term ‘‘obligations”’ 
in the military end-item program. I just want to make it clear for the 
record that there is no question that when we talk about obligations 
in this military end-item program we are talking about firm contracts, 
not invitations to bid or things of that sort. They are firm contracts 
which may actually be represented by signed contracts with all the 
details in them, or by letters of intent which are in fact in the form of 
firm contracts awaiting only some spelling out of the details and 
specifications and that sort of thing. 

When the general was talking about obligations this morning, I 
want to emphasize that we do not put into these figures anything that 
is not actually a firm deal. 

Mr. WiacLteswortu. But you do have authority if the situation 
warrants to deobligate? 

Mr. Woop. We have authority to deobligate, which, of course, as 
you recognize, is necessary. If contracts, however, are cancelled be- 
cause of a limitation of a ceiling on expenditures, or something of that 
sort, it costs the Government money because the cancellation of the 
contracts involves the payment of all sorts of charges and damages 
and that sort of thing. Where a supplier is unable to carry through 
a contract and the money must be deobligated and used for the buy- 
ing of the same thing, or a substitute from another company, then 
we do not, of course, have the penalties involved in the contract can- 
cellation. Where it is the fault of the company we deobligate without 
penalty, but where we are forced at the initiative of the Government 
to cancel a contract which has been made firm, and these obligations 
are firm contracts, then we enter into the whole problem of cancella- 
tion charges and costs, payment for work in process, and all of those 
various Other things involved. 

I would also like to reemphasize, if I may, that the goals, the 
forecasts, the statements as to amounts of weapons, number of divis- 
ions, and so forth, which General Olmsted was laying before you were 
all based on the full executive-branch request, and they will perforce 
have to be adjusted downward. As a result, the lags or the gaps 
shown, as serious as they are in some cases already, will be greater 
than shown there, and if there is any further reduction they will be 
even greater than what we will lay before you. 


EXPENDITURES, FISCAL YEAR 1953 AND PRIOR YEARS 


Mr. Wice.ieswortu. Will you indicate for the record what your 


revised over-all figure for expenditure in 1953 is and what portion of 


20806—52——22 
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that is to come out of 1953 funds and what portion out of other funds; 
that is, 1952 and prior years? 

Mr. Woop. We will attempt to do that. That, as you recognize— 
with appropriations for prior years merged, and the very great number 
of items in this pr ogram—will have to be estimated rather than given 

firmly, because all prior appropriations, as you know, are merged. 

Mr. Wiccieswortn. I do not want to divide them up. I want 
(a) 1953 funds and (6) prior-to-1953 funds. 

Mr. Woop. We will give you an estimate on that basis. That is 
over-all. 

(The matter referred to had not been made available at time of 
printing. ) 

Mr. Gary. We will recess until 2 o’clock this afternoon, 


DEFENSE Support—EvurorpeE—TItLeE I 
WITNESSES 


Cc. TYLER WOOD, ASSOCIATE DEPUTY DIRECTOR FOR MUTUAL 
SECURITY 

JOHN E. MURPHY, COMPTROLLER, MUTUAL SECURITY AGENCY 

HARLAN CLEVELAND, ASSISTANT DIRECTOR FOR EUROPE 


Mr. Gary. The committee will be in order. We shall take up now 
defense support for Europe under title I. In this connection, we shall 
insert in the record at this point the tables appearing on pages 31, 33, 
45, 46, 47, 48, 49, and 51 of the justifications as revised. 

(The matter referred to is as follows :) 


DEFENSE SUPPORT 


TITLE I, EUROPE 


Comparative summary of obligations by activity 








Activity Actual, fiscal | Estimate, fiscal | Estimate, fiscal 
x ’ year 1951 | year 1952 year 1953 


| 





Country aid TROT SITET Ree | $2, 087, 933, 169 |'$1, 473, 194, 000 | $1, 247, 883, 000 


EPU (United Sts ates contribution) .. SS AREAS, SESS 350, 000, 000 fk 9 Bee eee 
Technical assistance - - - -_- 4 ae 13, 333, 295 | 16, 055, 500 | 15, 500, 000 
Basic materials dev: elopment-. Ci skeetinedoaice 7, 064, 108 | 11, 480, 658 } 19, 000, 000 
Bilateral technical cooper: ation. Rays nt gh : 478, 925 Pree ss SARE Bie, fee 
Confidential fund x ST IES 11, 900 | 50, 000 | 50, 000 

Total. wel Waren ees A) _| 2,458, 821,397 | 1,512,175,158 | 1, 282, 433, 000 





! Reconciliation to fiscal year 1952 “United States defense support country program” figures totaling 
$1,493.15 million in the table entitled ‘‘European Defense Expenditures and United States Defense Support” 
is as follows: 


Total, fiscal year 1952 ‘‘United States defense support country program”’ figures... $1, 493, 150, 000 
Add— 
Undistributed ocean freight expenses. .__..___...-.----- --------- 20,704,000 
Unobligated balances brought forward fiscal year 1951 allotments.- os eee +2, 429, 000 
Deduct— 
Fiscal year 1951 obligations advanced for fiscal year 1952 idietiadiai bcsscices = BIMBO 
Recoveries from cancellation of prior ye shbaies ae eS = —11, 571, 000 


PEGE See CU Bee RINUION oak iene ow eee abciwe, | Ap STO) Ieee 








os Noth 
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European defense expenditures and United States defense support 


{Millions of dollars] 





United States fiscal year 
1952 


| 
| United States fiscal year 
95e 





Country 


Defense ex- 


‘United States’ 


| Defense ex- 


|United States 



























: defense ental defense 
penditures ! | support pemaicanee 2 | support 3 
10 NATO countries: | 
PLATEAU. ooo oscil kt 435 | 48.9 610 | 0 
Denmark 23.0 142 14.0 
France 270.0 3, 600 | 296. 
Iceland Sg SRE ror By 
Italy (including Trieste) ..................- 811 162.5 1,010 77.5 
TAROT i Fink oncccwdeatvchonieesaceaghee 395 100. 0 429 56.4 
RN eri wana Saeed ei dmn> oem sel 115 | 15.0 | 145 | 7.0 
DOE Sha tuee on dnk panned asacuase 58 | Bea. J 66 | 0 
United Kingdom 3, 660 | 6 350. 0 4, 285 | § 416.0 
Total, 10 countries........-...-----.--+-- 9,031 | 934.6 10, 287 | 867.6 
Germany (Federal Republic) -...--..---....... 7 1, 952 | 106. 0 2, 576 | 113.0 
Total, 10 countries and Germany. pala 10, 983 | 1, 040.9 12, 863 | 980. 6 
SIDS 2 scnccoceacontencn PCS RS DORE Re 188 182.0 | 160 | 102. 283 
a scrotate aripigten a amensancncucwelaeowe j 28 70.0 | 271 | 49.0 
Total, NATO countries and Germany- st 11, 424 | 1,292.9 | 13, 294 | 1, 131. 883 
pS GEESE EATS IS EI PII 721 | $120.0 | 723 | $61.0 
EE: 30 CONNIE on indice Conant canbe | 11, 445 1, 412.9 13, 317 1, 192. 883 
WGI VEN ooo och ere aes Saetbiwadaband (°) 80. 25 | (°) | 55. 
TN, SE COCR ING ois cccnciceinomaed | 11, 445 1, 493, 15 | 13, 317 1, 247, 883 





1 At current prices, 

2 At United States fiscal year 1952 prices. 

3 These are MSA illustrative figures. 

4 Components for military end-items exclusively. 


5 Includes $50 million pursuant to the agreement with United Kingdom of July 7, 1950. 
* Includes $36 million pursuant to the agreement with United Kingdom of July 7, 1950. 


’ Represents occupation costs, 
8 Economic aid. 
» Not available, 


Defense expenditures by category, European NATO countries and Germany ! 


[Millio 


ns of dollars] 





United States fiscal year 











Category 
1951 1952 1953 
6 Ee Se ee ee | $7, 422 | $10, 983 $12, 863 
NT OI ORI ais inticnn conceded dccmcwendaneweilsec | 2, 448 | 3,117 | 3, 525 
I ny a crc sahit tien Nema aees 344 737 1, 029 
Ce oon pd meneadnciineddenne casnbiwsiamin 1, 892 2, 662 3, 050 
EriOr De ORION 8 nk nn ence ceecnose ane 1, 587 | 2, 455 2, 304 
Major procurement and production.............-.-.---------- | 1,151 | 2,012 | 2, 955 





1 Excludes Greece and Turkey. 
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Use of resources 
ee illions of United States dollars, United States, fiscal year 1952 prices} 





| European NATO plus 
| 14 European countries ! Germany (excludes 
Greece and Turkey) 




















United United United United 
States, States, States, States, 
fiscal year | fiscal year | fiscal year | fiscal year 
1952 1953 1952 1953 
1 
CE Ne i oe wu cedeeadker ce $156, 716 $160, 619 $147, 818 $151, 566 
I nn ce ee paaetcehecumen — $2, 535 —$509 | —$2,141 —$266 
Total availabilities._.._._____- Scenes ee $159, 251 $161,128 | $149, 959 $151, 832 
Consumption: | 
EE co a 2 a ete $104,258 | $105, 080 | $97, 761 $98, 413 
Percent of GNP.._.........--...-.--. Bes oth ext 66.5 | 65.4 | 66. 1 64.9 
Investment (private and Government): | | | 
Amount eoeedeuwie Sea 452} ree $29, 609 $28, 4 $28, 321 $27, on 
Percent of GNP- LNA RAL ED EE 18.9 17. 19.2 | 
Government use of resources. -_.--....-.--------------- | $25, 384 $27, iat | $23, 877 | $25, 953 
Nonmilitary ree nearing $13, 939 $14,114 | $12, 894 | $13, 090 
Military: 
Amount. PF Sap pee pees ph vine | $11, 445 | $13, 317 | $10, 983 $12, 863 
Percent of GNP. ie re 6. ame 7:3 | 8.3 |} 7.4 | 8.5 





! Consists of: Austria, Belgium- Luxemburg, Denmark, France, Caine Oieien, Iceland, Italy (in- 
cluding Trieste), Netherlands, Norway, Portugal, Turkey, and U 'ited Kingdom. (Excludes Yugoslavia. ) 


Gold and dollar transactions of European countries 


[Millions of dollars, current prices} 























European NATO plus 
14 European countries ! Germany (excludes 
Greece and Turkey) 
United | United | United | United 
States, | States, States, | States, 
fiscal year | fiscal year | fiscal year | fiscal year 
1952 | = 1988 1952 | = 1983 
| ' 
| 
DRE II Gs oe aececene <o oe per a | $5,899.1 | $5, 363.3 $5, 582. 6 $5, 080. 7 
eS A a ee eee eee 2, 766. 3 3, 003. 2 2,614.0} 2,848.2 
United States offshore procurement program ---.-.-.----- 215.1 | 219, 294 215.0 | 217. 387 
Net balance of associated rumen’ OR 22 s2e52c255 —242.7 | +259.6 | —242.7 +259. 6 
Rs wa cigrecewescnsiccnewcnmans —734.7 | +246.5 | —485.8 | +377.5 
Net balance of payments... -.......-.------------ | —3, 895.1 |-h 634, ¢ 683 | —3, 482. 1 —1, 378.0 
Method of financing: Hf | 
Se eS eee 2,019. 5 } 266. 800 | 2,018.0 | 266. 800 
Use of pipeline ¥ SO LEER re ee 462.7 | 175. 000 | 423. 2 | 130. 600 
United States defense support-.-_.......--.---------- | 1,412.9 | 1,192. 883 1,040.9 | 980. 600 
| 





1 Consists of: Austria, Belgium-Luxemburg, Denmark, France, Germany, Greece, Iceland, Italy (in- 
cluding Trieste), Netherlands, Norway, Portugal, Turkey, and United Kingdom. (Excludes Yugoslavia.) 


Note.—Totals shown are sums of unrounded figures, hence may vary slightly from totals of rounded 
amounts. 
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Summary: 





European countries | estimated total imports, fiscal year 1953 


{In millions of dollars] 


n 





























| | | Other 
| partici- 
} | ating 
| Nonpar- | | Other | Paling 
| United | | Latin /ticipating! nonpar- |CUntmeS| 
Ttem | States 2 | Canada | America | sterling ticipating nl Total 
| | area | countries | Gvorseas 
territo- 
| ries 
FOOD AND AGRICULTURAL 
IMPORTS | | 
Food___.. $577.8 $385. 4 $966.0 | 1,074.7 | 674.7 | 2,288.9 |} 5,967.5 
Feed and fertilizer. } Saag 29.7 196.1 | 66.2} 137.6 274.0 | 956. 3 
Natural fibers... _.. PP 4Q99@ feos 543.3 | 1,650.7] 591.1 | 407.2} 3,884.3 
Other agricultural products.- | 262.3 17.3 120. 5 | 74.1 99. 6 399. 2 | 973.0 
Total food and agricul- | | | 
tural impoi ts =f 432.4 1, 825.9 2,865.7 | 1,503.0 3, 369.3 11, 781. 1 
INDUSTRIAL IMPORTS | g 
| 
Fuels_- ay | Eaeeiep se: 62.3 | 44.2 82.8 | 1,288.1} 2114.4 
Industrial raw materials_ 466. 3 375.4 313. 6 376.7 | 710.8 | 3,049.0 5, 291.8 
Capital equipment.__- 469.1 TS i525: | 39.2 | 1,662.2 2, 200.3 
Other manufactures and raw | | | 
materials__... ; .| 295. 4 | 48.5 42.7 299.3 364. 4 3,901.5 | 4,951.8 
Total industrial inports._| 1, 867.8 453.7 418.6 720.2; 1,197.2 9,900.8 | 14, 558. 3 
Total imports... ...__.-- -| 3, 652.6 | 886.1 | 2, 244.5 | 3,585.9 2, 700.2 | 13, 270.1 | 26, 339. 4 





1 Consists of 14 countries: Austria, Belgium-Lyxemburg, Denmark, France, Germany (Federated 
Republic), Greece, Iceland, Italy (including Trieste), Netherlands, Norway, Portugal, Turkey, and United 


Kingdom, 


2 All imports of crude oi] and refined petroleum products supplied by United States companies are entered 
in the United States column, in the amount which is payable in dollars, without regard to area of origin. 
3 All imports of crude oil and refined petroleum products payable in European currencies are entered in 
the OPC column without regard to area of origin, except in the case of the United Kingdom where sterling 


imports are shown according to area of origin, 
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Estimated total imports of western European countries, by source of imports, fiscal 
year 1952 


{In millions of dollars} 





| | | Other | 














| | | | partici- | 
| Nonpar- | Other pating 
' United | aa. Latin |ticipating| monpar- |COUPtres| 
Item States | Canada | America | sterling |tieipating| 8&4, 4e- | Total 
| | area | countries | Pendent | 
| bs | “| overseas | 
| | | | territo- 

| | ries 3 

——__——— >}; | 

FOOD AND AGRICULTURAL | 

IMPORTS 
i ITD -| $612.7 | $407.0 | $046.5 | $1,041.4 | $660.4 | $2, 281.6 | $5, 949. 6 
Feed and fertilizer_...._.- 288.9 | 32.7 | 135. 2 | 51.6 | 125.0 | 231.6 | 865. 0 
Natural fibers_....._.__- ee ee | 517.9 | 1,597.7 | 575.0 405.0 | 3,771.9 
Other agricultural products - - - 285. 6 15.8 | 115.1 | 74.8 | 99.3 | 383.1 | 973.7 

Total food and agricul- | | | | | | | 
tural imports ‘ 1, 863.5 | 455.5 1,714.7 | 2,765. | 1,459.7 | 3,301.3 | 11, 560.2 





INDUSTRIAL IMPORTS | | | | | | 
Fuels___. kN TT: 74.71 13.0 128.0 31,130.4 2,304.4 





Industrial raw materials.......-| "400.5 423.5 311.9 | 398.2) 796.4 | 3,063.3 | 5,393.8 
Capital equipment.______.- . 504.9 i eer cae eeeen (es Pec 42.3 | 1,493.9 2, 076. 0 
Other manufactures and raw | | 
NII oS coc 257.1 52.8 | 7.0 301.8 | 348.4 | 3,326.4] 4,333.5 
Total industrial imports..| 2,210.8 511.2} 433.6 | 713.0} 1,315.1 | 9,014.0 | 14,197.7 











Total imports......_____- | 4,074.3 | 9667 | 21483) 3,478.51 2,774.8 | 12,815.83 | 95, 757.9 
| | | | | 





! Consists of 14 countries: Austria, Belgium-Luxemburg, Denmark, France, Germany (Federated Repub- 
ae Greece, Iceland, Italy (including Trieste), Netherlands, Norway, Portugal, Turkey, and United King- 

om. 

? Allimports of crude oil and refined petroleum products supplied by United States companies are entered 
in the United States column, without regard to area of origin, in the amount which is payable in dollars. 

3 All imports of crude oil and refined petroleum products payable in European currencies are entered in 
the Other participating countries column without regard to area of origin, except in the case of United 
Kingdom where sterling imports are shown according to area of origin. 








341 


Central Government finances 


{Millions of United States dollars by United States fiscal years, fiscal year 1952 prices] 


























| a 
United States fiscal year 1951 United an same year | United oma year 
| l l l “a l | 
| Total | Total | | | Total | 
Country | revenue | | Budget |revenue Budget revenue} Budget 
(e =” Total surplus |(exclud-| Total | surplus (exclud-| Total | Dodget 
| expendi- | (+) or ing |expend-| (+) or} ing jexpe nd-| +) or 
counter- | tures | deficit jcounter-| itures | deficit |counter-) itures rr deficit 
| _ part (-) part (—) | part | bs es 
funds) | funds) | | funds) | 
Sw ee ba | pe’ 
NATO countries: | | } } 
Belgium-Luxem- | | 
burg. - aioe 1, 440 | 1, 665 —225 | 1,695 | 1,975 | —280/ 1,820; 2,150} 330 
Denmark. cecal 528 | 478 +50 500 470 | +30 540 | 514 | +26 
France... see aae 6, 784 8,513 | —1, 729 7, O85 8, 987 |—1, 902 7,555 | 9,127 | —1,572 
CoS eae, 333 | 662 | —329 392 629 | —237 396 | 517 | —121 
—- keicawtiel 20 | 19 | +1 20 19 | kh | 20 20 0 
taly iene 2, 209 j 3, O88 | —879 2, 443 3, 252 —809 | 2, 747 3, 563 —816 
og rs 1, 529 | 1, 434 | +95 | 1,332 1,487 | —155 | 1,378 1, 565 —187 
Norway..- i <- 505 426 | +79} 525 485 | +40 530 515 +15 
Portugal....-.--_- 174 184 —10 | 185 | 196 | vas J 196 | 208 | —12 
Turkey. 598 | 679 | —81 | 608 | 764 —156 | 655 764 —109 
United Kingdom_| 11,440 | 10, 860 +580 | 12,500 | 13,300 | —800 | 13,090 | 13,700! —610 
Germany (Federated | | | | | | | 
Republic) !_.___.--- 5, 719 | 5, 923 | —204 | 6,286 6,524! —238! 7, 240 7, 843 —603 
Lees 770 829 | —59 | 816; 990) —174 825 970 | —145 
United States... __- 2 (48, 143) 2 (44, 633) (43, 510) 62,680 | 70,881 |—8, 201 | 70,908 | 85,444 —14, 446 





Nore.— Precise comparison of the levels of Government revenues and expenditures between the European 
countries and the United States are not possible. The conversion into dollars has been made on the basis 
of official foreign exchange rates, and the purchasing power of the dollar is appreciably higher in most 
European countries than in the United States. Adjustments to make the figures truly comparable cannot 
now be made. 

1 Includes Central Government and Laender. 

2 Current prices. 


Mr. Woop. Mr. Chairman, I suggest that Mr. Cleveland cover the 
defense-support aspect of title I for the region as a whole in a way 
comparable to what. General Olmsted did for the military program 
this morning. Following that, we might then, if the committee 
pleases, proceed with a country-by-country consideration of these 
programs. 

I would suggest that after this general statement we start with the 
United Kingdom and then France, showing the military and the de- 
fense-support programs, one after the other, so that the committee 
will get a concept of the total integrated country program, including 
the military and the defense-support aspect of it. 


DELAY IN REALLOCATING PROGRAM AFTER CUT 


Mr. Wiaeuteswortnu. Did I understand correctly from what you 
said this morning that it will be 90 days before any real figures on 
these individual country allocations will be available? 

Mr. Woop. Mr. Wigglesworth, I think you are referring to what 
General Olmsted said this morning about the complete and very 
careful reassessment of the programs country by country, in the light 
of the cuts that have already been made in the appropriat ion. 

There are, of course, as you know, continuous considerations 
throughout the year of changes in programs as things develop, as we 
goalong. But it will be about 90 days before the Defense Department 
and the Joint Chiefs of Staff and others will have been able to work out 
the same sort of thoroughly integrated program on the basis of full 
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consideration of the priorities in the light of the change downward from 
the executive-branch request. 

Mr. Gary. Then, if we cut it further, it would take another 90 
days to work that out? 

; Mr. Woop. Mr. Chairman, the two 90-day periods might well over- 
ap. 

Mr. Gary. That review is not for the purpose of determining what 
funds are needed but for the purpose of distributing the funds that 
will be available? 

Mr. Woop. That is exactly the point. It involves a very compli- 
cated matter of reassessing those priorities where the cut will do less 
harm than somewhere else, and that needs to be worked through all 
the figures. If you cut out a certain type of equipment, there are 
associated types that have to be worked through. A change in the 
number of divisions in a certain place will mean a change right straight 
down the line in the equipment involved. 

Mr. WiceGLteswortu. What is to be gained by our sitting here and 
considering this country by country and item by item if, in fact, we 
do not know what the figures are going to be for another 3 months? 

Mr. Woop. I would say this, Mr. Wigglesworth: Aside from the fact 
that these figures as revised, and as they are to be placed before you 
tomorrow, will give you a good idea of the requirements and the over- 
all magnitude of what we are trying to do, it does seem to me that it is 
the way in which you gentlemen can get the data on which you can 
determine whether these programs have been, as they were originally 
developed, adequately screened, adequately determined, whether the 
objectives are adequate. You will have to take into account that 
there will be shifts within the programs and one country may be 
cut slightly more than another, depending on the priorities. But I do 
think that you would agree, when you have finished, that you will 
have had a reasonably good grasp of the programs, what they are 
designed to do, what they will cost, and all the various other elements 
that have to go into your consideration of this request. 


GENERAL STATEMENT 


Mr. Gary. Mr. Cleveland is the Assistant Director for Europe of 
the Mutual Security Agency; is that correct? 

Mr. Woop. That is correct, sir. 

Mr. Gary. We shall be glad to hear from Mr. Cleveland at this 
time. 

Mr. CLievetanp. Mr. Chairman, the item about which I will be 
talking is the item which, in the new figures, totals $1,282,433,000. 
It is the total obligational authority, the new obligational authority 
asked for the fiscal year 1953 under the conference bill. 

Mr. Chairman, you have before you one of the tables which has 
been put into the record. It is already in revised form; this table is 
entitled “European Defense Expenditures and United States Defense 
Support.” 

This shows by country the assistance program this year and the 
European defense expenditures associated with it. It shows the 
total amount that each European country is now expending, measured 
in dollars, on its own forces, most of which, of course, is actually a 
direct contribution to the defense of the NATO area, and the com- 
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parable figures as projected for the fiscal year 1953, assuming the 
appropriation authorized in the conference bill. 

Mr. WiceLeswortu. Is this table in the record? 

Mr. Cieve.anp. This table has already been put into the record 
by the chairman. He put it in a few moments ago. It is the revised 
edition of the table that appears on page 33 in the budget-estimate 

ook 

The total of these country defense-support figures, including not 
only the 10 NATO countries that were part of the Lisbon plan and 
Germany, but also Greece, Turkey, Yugoslavia, and the special item 
for economic aid to Austria, is $1,247,883,000 in the new figures. 

If you add to that the provision for the technical-assistance program 
in Europe of $15.5 million, and the provision for the basic-materials 
development program of $19 million, and the confidential fund of 
$50,000, you get to the total of $1,282,433,000,which is the total 
amount required in the way of obligational authority in the fiscal year 
1953 under the authorization bill as it came out of conference. 

What I would like to do, Mr. Chairman, is to review briefly with you 
the arrangements made at Lisbon and the w ay in which they resulted 
in the program originally submitted to the authorization committees. 
J will then show you the outlines of the program for the Lisbon-plan 
countries, including Germany—that is to say, NATO plus Germany 
but excluding Greece and T urkey —by showing vou a few charts 
over here. 





SCOPE OF TITLE I PROGRAM 


Mr. WieeLeswortH. How many countries are involved in this 
program that you are talking about? Are you talking about just title 
I defense support or are you also getting into other things? 

Mr. CLEevELAND. I am talking only about title I, which covers 15 
countries. For the moment, with the charts I am about to show you, 
I will be talking only about 11 of those countries—10 NATO coun- 
tries and Germany-—the 10 NATO countries being Belgium, Luxem- 
burg, Denmark, France, Iceland, Italy, Netherlands, ‘Norwa y, 
Portugal, and the United ‘Kingdom. 

Mr. WiaeLeswortH. What are the other four? 

Mr. CLevELAND. The other four are Greece and Turkey, who were 
not, as you remember, actually members of NATO at the time that 
the Temporary Council Committee did the basic work that went into 
the so-called Lisbon Force plan—— 

Mr. WiacieswortH. Are they not in this picture in 1953? 

Mr. CLEvELAND. They are in this picture in 1953, and they do 
appear in this table entitled ‘“European Defense Expenditures and 
United States Defense Support.”’ 

Mr. Wiae._eswortn. What are the other two? 

Mr. CLEVELAND. The other two are Yugoslavia and Austria. 

Mr. Wiae.eswortH. Are they not in this picture? 

Mr. CLeveLanp. They are in this picture, and they also appear on 
this table. 


TECHNICAL-ASSISTANCE PROGRAM 


Mr. WiaeLeswortH. What is meant in this table by ‘Technical 
assistance, $19 million’ and ‘“Basic-materials development, $23 
million’’? 
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Mr. CLevELAND. You are referring to what table, sir? 
Mr. WicGieswortu. Page 13 of the justification, ‘‘Defense sup- 
port.” 

Mr. CuLeveLanp. That technical-assistance program is the pro- 
vision for bringing teams of European labor-management specialist 
groups to this country to learn American methods of productivity, 
and also provision for American technical-assistance people going 
over there. 

Mr. WiceLteswortrn. Under MSA or under the State Department? 

Mr. CLevetanp. Under MSA. This is mostly the so-called pro- 
ductivity or production-assistance program. Under ‘ Basic-materials 
development” is included a small fund for special assistance in the 
production of strategic materials and for doing the things necessary 
to get these strategic materials out; for example, in rehabilitating or 
assisting in rehabilitating ports and railroads in order to get copper 
and other nonferrous metals out of central Africa. 

Mr. WiceLesworrn. Your technical assistance is point 4 work 
carried on by MSA, for lack of a better description? 

Mr. CLeveLAND. No, sir; the technical assistance in title I is of a 
quite different character. It relates primarily to trying to assist the 
Europeans in improving the productivity of their industry, and to 
some extent agriculture, too, but mostly industry. 





POINT 4 PROGRAM 


Mr. WiceLesworrH. That is exactly what we are doing under 
point 4; is it not? 

Mr. CLevELAND. Point 4 has a different objective and operates 
in the underdeveloped areas. This is a program primarily attuned 
to a developed, industrial area; that is to say, Western Europe. 

Mr. WicGLtesworth. But you consider it all under the head 
“Defense support,’”’ which is supposed to offset the adverse balance of 
payments? 

Mr. CLeve.anp. It is considered defense support, for the purpose 
of putting these countries in a position where they can make increased 
defense expenditures which they would not be able to make without 
this assistance. All, that is to say, except one item in this European 
defense expenditure and United States defense support table, and that 
is the item for Austria which, as you know, does not have a military 
establishment as such at all, and is under four-power occupation, but 
depends for the margin of its dollar imports on continued assistance 
from the United States. That particular item in effect is a continua- 
tion of a Marshall plan objective. That is the only item in this table 
that is. 

DEVELOPMENT OF DEFENSE SUPPORT PROGRAM 


If | may proceed over here, Mr. Chairman, let me say a word first 
about procedure. This first chart shows the development of the pro- 
gram of United States defense support from the inception. It includes 
much of the procedure that led up to the Lisbon conference, but it 
highlights only the elements of that procedure that have to do with 
the defense support side. 

First of all, each country developed a statement of its capacity to 
increase defense expenditures. 
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Mr. WicGLeswortn. When? 

Mr. CLEVELAND. This was back last fall, after the Ottawa confer- 
ence of NATO, when the Temporary Council Committee, the so-called 
three wise men, was formed, and when Mr. Harriman went over there 
as chairman of that committee, as the United States member. 

They sent out a questionnaire and received submissions from each 
country on its requirements and its capabilities. 

The United States Government then took those submissions and 
evaluated them on its own side, consulted with the country concerned 
on a number of detailed points through the country missions in each 
country. 

Mr. WiaGLeswortuH. Submissions of what? 

Mr. CLEvELAND. These were the submissions by the countries. 

Mr. WiaGLeswortu. | know, but what do they show? 

Mr. CLevetanp. In great detail they showed the forces that the 
country had, the forces that.it was expecting to build up, the defense 
budgets that were projected by the country in each case and the 
limitation on each country‘s capability to increase its defense budget 
further. 

All of this material then was reviewed by the Temporary Council 
Committee. The United States member, Mr. Harriman, had the 
benefit of quite a detailed review within the United States Government. 

The TCC, in the case of many countries, recommended some in- 
creases in the total amount of defense expenditure which the country 
ought to be able to make. In effect, what they got from the country 
in the first instance was the finance minister’s view. It tended to be 
low and the TCC suggested in a number of cases that it be raised. 

Mr. Gary. What is the TCC? 

Mr. CLEvELAND. The Temporary Council Committee. That was 
this kind of budget bureau organization, this ad hoc budget bureau 
that was set up within the NATO after the Ottawa conference. 

Mr. WiaeieswortH. Was it, in fact, raised in most cases? 

Mr. CLEevevanp. It was, in fact, raised in nearly every case. 

Mr. Wiaa.tesworrn. In how many cases, roughly? 

Mr. CLevevanp. | think proposals were made for increasing it in 
all but two, and in all but one or two of those some increase was 
chalked up. 

Then, given the recommendations of the Temporary Council Com- 
mittee of NATO, each country’s cabinet had to try to reexamine its 
position in the light of this consideration of its program by all the other 
countries, and recommend back what it might appropriately do. Each 
cabinet then had to make a decision which it would, in turn, present 
to its parliament. 

Thereafter you had the Lisbon conference with which you are famil- 
iar. The conference, as a result of all this detailed background of 
work, adopted some goals. These goals, as General Olmsted has men- 
tioned and as I believe other witnesses have mentioned, were expressed 
in terms of forces; numbers of divisions, numbers of aircraft, numbers 
of various kinds of naval vessels, and so on, to be ready or in varying 
states of readiness on the particular target dates. It fixed future firm 
goals for the end of this calendar year, and provisional or planning 
goals for the next 2 years thereafter. 








346 


Then each country, given its force plan decisions, had to put to- 
gether under its own constitutional procedures, the material necessary 
to secure from its own parliament the approval of these defense expen- 
ditures. The defense expenditures themselves were not committed 
by the countries. It was the force plan that was committed by the 
countries formally at Lisbon. 

Within the United States Government this list of items gives in 
very summary form the kind of analysis that the executive branch 
went through after the Lixbon conference and in preparation for the 
beginning of congressional hearings on the authorization bill. 

I am referring to the defense support feature of title I, not to the 
5 story on which the procedure has been described by General 
Olmsted. 


ANALYSIS OF REQUESTS 


These were almost simultaneous analyses, but first in this list is the 
analysis of the internal accounts, the size and character of the total 
production increase necessary in each country if it is in fact going to 
get the increase in defense expenditure that is proposed. 

As you know, in our country and in every country you do not get 
an increase of any size in defense build-up or defense spending by the 
government unless the size of the total economy can be increased and 
the amount of revenue which the government can derive from its people 
also can be increased. 

Secondly, there is an analysis of the essential imports needed to 
support this total production level. There is a screening in some 
detail (by commodity experts here in Washington and also in the 
missions) of the import programs; based on what is known in the case 
of each country about what needs to be imported, with special 
reference to what needs to be imported from the dollar area because on 
the dollar side, of course, they are shortest on earnings. 

Thirdly, then, we made an analysis of dollar earnings including not 
only what they export and can earn dollars from, but also every other 
kind of transaction in which they make or lose dollars. 

In the analysis of dollar earnings, we have included explicitly an 
estimate of all kinds of United States military expenditures in each of 
these countries and estimates of the payments that will be made to 
Europe during the fiscal year 1953 against contracts made under the 
offshore procurement program, about which there has been some 
discussion earlier here. 

Fourth, there is the resulting defense support program, which 
results from this analysis and adds to the dollar earnings enough to 
pay for the total of essential imports from the dollar area. 

This was reviewed, of course, by the executive agencies here, in- 
cluding the Director of Mutual Security, and by the Budget Bureau 
and finally there was the submission to the Congress. 


EUROPEAN MILITARY BALANCE SHEET 


The result of that series of actions was the program shown on this 
next chart. This might be referred to as the Lisbon plan expressed in 
financial terms. 

This chart shows the actions which the executive branch of each 
country would have found it necessary to make as a result of the 
Lisbon decisions. 
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(The material referred to on the chart is as follows:) 


Tue Minirary BALANCE SHEET UNDER THE LISBON PLAN 


Most of the funds needed to finance the 1952-53 program in Europe will be 
borne by Western Europe. 


Billions 

Funds required for the 1952-53 European program !_______ $17. 7 

Defense expenditures of Western Europe...-_..---------- 13.9 

Made possible by United States defense support.......-_-- 1.4 

Funds for United States offshore procurement___._____-_-- 1.0 
Funds for end-items from United States (includes military 
WAM ood. oo a ek Pe a ase Sk ais 


1 Excludes military end-items from Canada. These figures exclude Greece and Turkey 
and include Germany. 


This is a very summary chart. It does not, for example, reflect 
the fact that the countries of Europe have varying fiscal years. Some 
of them are on our fiscal year, some of them are on a calendar year, 
some of them are on an April-to-March year. ‘This is all converted 
into terms of our fiscal year 1953 in order to have comparable figures. 

Seventeen and seven-tenths billion dollars was our calculation of 
the total funds required for the European program. What I mean 
by the European program is what it takes to put together the Euro- 

ean part of the total force plan; that is to say, not including the 
nited States six divisions and the Canadian force contribution, 
but the European side of the NATO picture. 

Mr. WiaeLeswortuh. That means to fully equip——— 

Mr. CLEVELAND. No, it means the expenditures that would have 
to be made by the Western Europeans, supported by new obliga- 
tional authority that would be required by the United States to do 
the fiscal year 1953 slice of the job. 

This is the amount of money for a single fiscal year, not the amount 
of money to complete the plan. 

Mr. Wieeieswortnu. | know, but is not that based on full equip. 
ment of forces in being in that year, or is it something less than that? 

Mr. CLevELAND. No, it is something less than that. As General 
Olmsted has explained, there are various states of readiness for the 
various divisions, for example, on the ground side. 

Mr. WieagLteswortu. The $17.7 billion is the total from all sources 
somebody figured was necessary to equip the forces in being in that 
year, whether they were to be ready to go at once or whether they 
were in reserve? 

Mr. Cievetanp. This is not only equipment. This is the total 
defense expenditure including personnel expenditures, as far as the 
European side is concerned. It covers the following items: personnel 
expenditures; maintenance; operational costs, like gasoline and so 
forth; construction costs; and all of the thousand and one categories of 
expenditure in a military budget, including on the European defense 
expenditures, which is this $13.9 billion line, those items of equipment 
which the Europeans themselves produce in their own countries and 
finance out of their own budgets. The European production of equip- 
— amounts to about one-half of the total equipment for the whole 
plan. 

Mr. WiGGLeswortu. That is with respect to 11 countries? 

Mr. CLEVELAND. That is with respect to 11 countries, yes. 

Mr. Wiae.eswortH. Including Germany? 

Mr. CLeveLanp. Including Germany. 
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Mr. WieGLeswortnu. Excluding Greece, Turkey, Yugoslavia and 
Austria? 

Mr. CLeve.anp. That is right, sir. This $13.9 billion was the 
estimate of the amount of defense expenditures by the Western 
European countries that would be possible, given their own capabilities 
and given the estimated amount of defense support as the bill went to 
the authorization committees. For this group of countries, the 
defense support figure was $1.4 billion against a total, you will re- 
member, of $1.8 billion for all of the countries, including Greece, 
Turkey, Yugoslavia and Austria. 

In addition to that, these yellow blocks down here represent the 
new obligational authority requested for the United States end-item 
program. 

You see, in the case of each of the European countries, the executive 
branch has to go to its parliament for the defense expenditure budget. 
They express theirs in terms of defense expenditures. In the case of 
the United States, the Executive Branch was going to Congress for 
approval of a program which included these three items, the $1.4 
billion of defense support, the $1 billion of offshore procurement 
under the United States end-item program and the $2.8 billion of 
procurement in this country under the United States end-item 
program. 

PROGRAM BASED ON CONFERENCE REPORT 


We have revised the program on the basis of the 30-percent cut— 
the 29.5-percent cut that was made in the conference bill, in the item 
for defense support in Western Europe. The revised figures—I will 
give you a picture which will explain them in similar terms—comes 
out about like this. 

(The material referred to on the chart is as follows:) 


THe Miuirary BALANCE SHEET UNDER THE CONFERENCE REPORT 


(Billions) 
Funds required for the 1952-53 European program !_______..__-____--- $16. 0 
Defense expenditures of Western Europe.....-.-.---.---------------- 12.9 
Made possible by United States defense support___._-----.-----.------ 1.0 
Funds for United States offshore procurement_.______...---------.--_- 1.0 
Funds for end-items from United States (includes military training) _--_- 2.8 


1 Excludes military end-items from Canada. These figures exclude Greece and Turkey and include 
Germany. ‘ 


The primary revisions are in the United States end-item program. 
That was cut about 17.5 percent. I believe that was the figure. The 
defense support item was cut nearly 30 percent. So that for this 
group of countries, taking a straight percentage cut for the countries, 
the total amount of defense support from the United States would go 
down from $1.4 billion to just under $1 billion. 

It is our estimate, and | think it is, if anything, an optimistic esti- 
mate, that the loss of that $400 million of assistance from the United 
States would make it impossible for the Western Europeans to achieve 
a total defense expenditure of more than about $12.8 or $12.9 billion 
equivalent in their own currencies, as against the $13.9 billion or 
nearly $14 billion that was projected in the original plan as presented 
to the authorization committees. 
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Building it back up from what we have to work with under the 
authorizing bill, you come to the situation where the total funds 
required for the reduced program would come out to about $16 billion 
instead of $17.7 ‘billion. The total loss in military effort for the 
European program, not counting the United States and Canadian 
force plan, is a loss of the difference between the $17.7 billion and 
the $16 billion. 

This, now, is the program against which we are working and to 
which all of the figures in the book that will be distributed tomorrow 
and all of the figures in the charts that follow this one are keyed. 

This is, in effect, a reduced program. It is not the Lisbon plan. 
The Lisbon plan cannot be met in full on the basis of the reduced 
program, as Mr. Kenney testified yesterday. 

Obviously, this amount of military effort is still a sizable effort. 
But it will not reach the total size of the original plan. The reason 
for that, of course, is the rather heavy cut in that portion of the pro- 
gram, the United States defense support, that has a multiplying effect 
on European defense expenditures. 

I want to reemphasize something I said a minute ago. We are not 
just talking about equipment or military production, although that is 
a very important part of what we are discussing. We are talking 
about total defense expenditures. Total defense expenditures in- 
clude not only major matériel, but also military personnel and other 
operating costs, military construction, and various other costs. In 
the case of this “other cost’’ category, the main item is occupation 
costs, the support of allied troops in Germany. Until the other day, 
this was called occupation costs. It now takes the form of support of 
allied troops in Germany. 

(The material referred to on the chart is as follows:) 


DEFENSE EXPENDITURES OF WESTERN EUROPE 


Every element of European defense expenditures must grow to build the 
forces planned at Lisbon. 























{Millions of dollars] 

vat Fiscal | 1 , ] 

” : a ? : iscal year | Fiscal year | Fiscal year 
Category of defense expenditures 195i | 952 1953 

NN ihc ciara Seine 9 basics Gia sk bond nencin eaten meet ocala aia $7, 422 | $10, 983 $12, 863 
i a ah i a 2,448 | 3,117 3, 525 
Other operating costs (maintenance, POL, depots, ete.) ........---- 1, 892 2, 662 3, 050 
Other costs (support of allied troops in Germany, miscellaneous) --_- 1, 587 2, 455 2, 304 
FeO Te I i sr once bis Koad ausniedcens was oduetseieenane~ nn 344 | 737 1, 029 
Procurement of major matériel......................--..2----------- 1,151 | 2, 012 2, 955 
NR cee eee a Fees be ee dgwankena ai shes Moke: REE ABE OS 665 
ATRISATION S000 GRDIOMIVON s ono. 460 55» dec iwisa da pea dwes ane nce | picts bly eee es | 400 
SN Nn oa a ald on Shwal aeima cece Cele ae ak ie aries Ge, Sp | 233 
Prterg 530 st. ER OES Pe SP at Pe Che TERS cs Se ane: See a: See ee AS See aie & | 167 
Ian RN NS 2s oe Seca ema aoale inh aasnceneae he dunaates es 425 
Transportation and other vehicles... ..................--.---.-- BS SR ES SER eee ae 668 





Other major matériel...........-.-- re Ee Pa PE ee Soper Se. Se ae es | Saaeaad tat 397 





Note.—European NATO and Germany. Excludes Greece and Turkey. 
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PROGRAMED INCREASE IN EUROPEAN DEFENSE EXPENDITURES 


As you will see, the plan calls for every element of this defense 
expenditure pattern to grow, with the single exception of the support 
of allied troops in Germany. As a result, the problem is not only to 
get equipment production up, as important as that is, but to get their 
total defense spending up. 

The increase from year to year can be seen graphically in the top 
panel here. It goes from under $7.5 billion worth of defense expendi- 
tures in the last fiscal year to nearly $11 billion for this same group 
of so-called Lisbon plan countries, including Germany, and reaching 
up to $12,863,000,000 on our present estimates of what could be 
a given the reduced amount of defense support in the authorization 
dull. 

This involves increases in every category, with this exception of 
the support of Allied troops in Germany. 

Mr. Gary. Whose expenditures are those? 

Mr. CLeveLanp. These are the expenditures by the European 
countries themselves—-the British defense budget, the French defense 
budget, and so forth. 

Mr. Gary. I thought you had that $16 billion on that other chart. 

Mr. CLeve.anp. The $16 billion is the total of what you might 
call both European parliamentary and United States congressional 
actions required. It includes the $12.9 billion of European expendi- 
tures, supported by a measure of United States defense support, plus 
equipment financed by the United States in two forms: one, equip- 
ment financed for production in Europe and two, end items which 
are produced in this country and shipped over under the program 
that General Olmsted has described. 

So you can see that the $16 billion figure is the total of all actions 
required, including our actions. This breakdown here shows the 
breakdown only of the European defense expenditures, the defense 
portions of the European national budgets. 

You will see on this chart a breakdown into the elements of major 
matériel involved in this last blue column for fiscal year 1953; aircraft, 
aircraft engines, explosives, combat vehicles, artillery, ships, and 
harbor as, transportation and other vehicles, and other major 
matériel. 

The point that I would like to emphasize is this: Once you have 
reached a plateau on some of the other expenses; once you have got, 
for example, the strength of the Armed Forces about up to where it 
is going to be (and you are beginning to reach that point over the 
next year or year and a half), it becomes possible to spend a dispro- 
portionate amount of any increase in total defense expenditures—the 
amount by which this bar exceeds this bar [indicating on chart]—on 
the major matériel category. It is then possible to use some of the 
unused manufacturing facilities for munitions and armament which 
exist in Europe and have been referred to in earlier testimony. The 
limiting factor on their use has been the lack of financing for military 
production. 

So that even on these figures you get a larger increase in matériel 
production than you get in any other category. On the Lisbon plan 
figures this bar would reach up to about here, because a very large 
part of the increment in military budgets was expected to be devoted 
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to major matériel. Your personnel costs tend to be a fixed charge on 
the military budget, given a particular level of forces. The equip- 
ment item tends to be the variable one on which real progress can be 
made if defense expenditures can be pushed up farther. 


INADEQUACY OF WESTERN EUROPEAN ECONOMY 
(The material referred to on the chart is as follows:) 


The earnings of Western Europe are insufficient to pay for essential dollar imports } 
[Millions of dollars] 


Total dollar imports for fiscal year 1962._..._..........-_--- ined $5, 100 


This includes the following commodities from the United States 
and Canada: 


Food ' et ij : SSeS Se Serie) 
Cotton ___- ; iso ; 632 
Other agricultural commodities Ree 584 
Fuels _ f 592 
Industrial raw materials ey 823 
Machinery and equipment 155 
Other industrial commodities : 327 
It also includes dollars required for nonferrous metals, foodstuffs, 
hides, ete., from Latin America and other areas 786 
To pay for these imports: 
Western Europe earns from exports ae 2, 800 


Western Europe earns from services, United States offshore 
procurement, capital operations, and settlements, the net 


total of _. 900 
Use of reserves and pipeline 100 
United States defense support 1, 000 

Total_ Laer 5, 100 


! European NATO countries and Germany. Excludes Greece and Turkey. 


Now, what is necessary to make this picture of European military 
expenditures come true? It takes a growing economy in each of 
these countries. It is also necessary in the case of each of these 
countries to import, as you know, a large amount of raw materials 
from abroad. The European countries, adding them all up, import 
something like $25 billion from outside their own borders. But 
we concentrate, for the purposes of this chart, on the dollar account, 
because the dollar purchases that they have to make in the dollar 
area, as you well know, are the purchases which they have the most 
difficulty in financing out of their own earnings. And out of the 
dollar area (again on the new figures that will be reflected in your 
books as of tomorrow) the total essential dollar imports for these 
Lisbon plan countries work out at just over $5 billion. This is not 
a dollar equivalent in their own currencies, but actual dollars that 
have to be spent. 

Against that need for dollar imports we figure that they can export 
about $2.8 billion. I would like to pause here to mention a couple of 
facts that I think have been referred to once or twice before in passing. 
The primary difficulty which the Europeans have in meeting these 
levels of defense expenditure is the difficulty inherent in their being 
able to find the necessary earnings to cover their essential dollar 
imports. 


20806—52———24 
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Two things have happened. First, as you know, the price of 
European imports has gone up rather drastically ir relation to the 
price of the things that Europe exports, particularly shortly after 
Korea. ‘This increase in prices has greatly increased the cost to the 
European governments of those items that they have to buy with 
dollars. And to a considerable extent it also affects the cost of what 
they have to buy with other currencies. 

Secondly, the very fact of starting on a big defense program and of 
converting a lot of resources from making Cadillacs, let us say, or the 
British equivalent of Cadillacs, to sell to the Argentines for dollars; 
diverting those resources to making Centurion tanks, makes it more 
difficult for them to push exports up to earn the total amount of dollars 
required for this purpose. 

If you take their exports and add them to the net amount of their 
other dollar payments and receipts, including in this net figure all of 
the expenditures by the United States military in Europe, and all the 
payments on offshore procurement, and every other kind of dollar 
they can lay their hands on; and if you assume some use of reserves 
and some working down of the aid pipeline, you come out with a total 
amount of earnings of just over $4 billion. 

If this total program of essential imports is going to be met, and it 
is necessary for it to be met in order for these defense expenditures to 
come true, an additional amount of United States defense support of 
$1 billion is required. If this program were to be carried out as we 
suggested originally in the authorization stage, this import program 
would be sufficiently greater to support the very much larger defense 
expenditure pattern in Europe required for the Lisbon plan. We can 
come back to this one [indicating chart] if you like and we will come 
back to a somewhat similar analysis in the case of the individual 
countries. 

1 would like to mention just one other thing on this series of charts. 
The best way to measure the need of any program is to consider what 
would be the situation if you did not have it. It is our judgment, 
which we can support I think in considerable detail, that if you did 
not have the defense support for this group of countries, it would cost 
you in terms of reduced military expenditures in Europe about 2% 
times what you save on the United States defense support. That is 
to say, if it were not possible to provide any United States defense 
support in Europe next vear, the total amount of military expenditures 
in Europe would probably be in the neighborhood of $10.5 billion and 
not nearly $13 billion as indicated even in this reduced program. 

That analysis considers only the purely economic effects of a reduc- 
tion to zero of United States defense support; it is on purely economic 
effects alone that you have a 2 to 1 multiplier. Considering psycho- 
logical and political effects as well, you probably get considerably 
more than that, in fact, in reductions in the European defense program. 

Mr. Wice.eswortn. Leaving the psychological part out of the 
picture, how do you arrive at that figure, whatever it is? 


CALCULATION OF RESULTS OF UNITED STATES DEFENSE SUPPORT 


Mr. CLEvELAND. We have gone through, country by country, and 
analyzed the effect of having no United States defense support at all 
next vear. On the countries’ present plans, what are known of the 
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countries’ present plans, and given the reliance by each country en- 
tirely on its own resources, the multiplier works out somewhat differ- 
ently from country to country. 

Mr. Wiee_eswortu. What is it determined by—the size of it? 

Mr. CLEVELAND. It is determined by the extent to which the coun- 
try’s defense expenditure is dependent upon a particular level of im- 
ports, particularly imports from the dollar area. In the case of Great 
Britain, for example, if you reduced United States defense support to 
zero, the British, having lost so heavily on their own reserves, could 
not contemplate losing much more. They would find it necessary to 
divert some resources out of military production and back into civilian 
production for export, so that they could make up through dollar 
earnings with their exports what they would not be getting in United 
States defense support. 

The result of that action would be to reduce their military produc- 
tion and reduce their total military expenditures, and the total reduc- 
tion in their military expenditures would be in the British case around 
2 or 25 times the aid that you do not have. 

Mr. WiaaG.ieswortu. | understand that theory, but what I am try- 
ing to get at is, how do you arrive at a mathematical figure of 2.4 in- 
crease in production in country A as ihe result of $1 defense support 
from Uncle Sam? 

Mr. CLevetanp. I would be glad to go through the multiplier 
story, country by country. It can only be done, of course, country by 
country, and adding up the results. You would then come out with 
2.4. There is no way you can apply some mathematical factor. 

Mr. McGraru. You have some formula that you relied upon? 

Mr. CLeveLAND. We did not do it by a formula. I will describe 
the procedure by which we do it. We took the Lisbon plan estimates 
that | mentioned before, and we assumed in the case of Great Britain, 
for example, that the total amount of defense support requested was 
not available at all. This would mean, to begin with, that one or 
both of two things would have to happen: either the British would 
have to reduce their dollar imports immediately by that amount, 
or they would have to increase their export earnings by that amount, 
or a mixture of the two methods. To the extent that they increased 
their exports, they would do that at the expense of defense production 
in England because their exports are mostly exports of the products 
of engineering industries which are the same industries that make tanks 
and guns and most of the military matériel. To the extent that 
total imports go down, the amount of economic activity that could 
be supported by the reduced level of imports in the United Kingdom 
will be correspondingly smaller. 

The ratio between imports and gross national product in Europe 
as a whole probably will run to a ratio of something like 1 to 6. In 
other words, if you add a dollar of imports you put enough other 
facilities to work so that you wind up with $6 of gross national 
product that you would not otherwise have had. So this combined 
effect comes both from diverting resources out of military production 
back into exports, and from reducing the total size of the economy, 
thereby making it impossible for the Government to capture as large 
an absolute amount of revenue to devote to military purposes as it 
otherwise could from a bigger economy. 
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Country by country, with sufficient knowledge of the countries and 
through consultations with our missions, it is possible to get some 
pretty accurate idea of about how the ratio works out. 

As I say, we will be glad to take you through that analysis as we 
come to the individual countries, if you think ‘that would be helpful. 

Mr. Wiaciesworrn. You would make the same argument, I 
assume, With respect to offshore procurement; would you not? 

Mr. CLevetanp. Well, there are several differences. 

Mr. Wiceiesworrn. Talking about this theoretical multiplier, 
would not the same reasoning apply? 

Mr. CLeveLanpb. The same reasoning would apply to a point, but 
there are certain differences. 

In the first place, to the extent that the offshore procurement 
authority itself is used, for example, in Britain to buy tanks and give 
them to a continental country, it is really no different from a dollar 
export from the standpoint of the British economy. It makes no net 
addition to the British economy. We pay the British economy for 
something that it exports. From that standpoint, while it increases 
Britain’s dollar earnings correspondinglv—those dollar earnings are 
reflected already, of course, in this picture—it does not make the 
kind of a net addition to the total resources available for the British 
that defense support does. 

In addition to that, the counterpart of defense support is available 
for use by the Government, with our consent, as vou know, to apply 
to various military purposes internally. In the case of the French, 
for example, nearly all of the counterpart funds accruing from this 
year’s assistance to France are used to supplement and increase the 
size of the French military budget. So you get a very direct local 
currency effect. 


OBLIGATIONS AND EXPENDITURES, 195% 


Mr. Wiaeiesworth. How much of this $1,282,000,000 is going to 
be obligated and spent in 1953, as vou see the picture now? 

Mr. Cievetanp. All of it will be obligated. 

Mr. WicGiesworrn. All obligated and spent? 

Mr. Creveranp. Well, vou will go into next vear on this program 
with a pipeline—that is to say, a difference between obligations and 
expenditures—of about $940,000,000, and vou will have some use of 
that pipeline during the vear. We figure probably between $100,- 
000,000 and $200,000,000 of it will be used. So that is another way of 
saving that the e xpenditures during the year will probably exceed the 
obligations during the year by some ‘thing over $100,000,000, 

Mr. Wiacteswortu. Why should they not exceed it by more than 
that? You have $940,000,000 in the pipeline, and you are getting 
$1,282,000,000 here. . Why should you not run considerably above 
$1,382,000,000, the figure for expenditure? 

Mr. CLevetanp. It may run somewhat above that. Our pipeline 
has been running at a rate which is equivalent to about 7 months’ 
expenditure; that is to say, on our present program, which is almost 
exactly $1,500,000,000 for this current year, we have a lag between 
obligations and expenditures equivalent to over 7 months” expendi- 
tures which is another way of saying that nine-hundred-million-some- 
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odd-dollar figure. That is slightly lower than it used to be during 
the days of much lar ger spending during the Marshall plan. 

Mr. WicGLesworru. That pipeline is in respect to what we called 
economic aid last year. 

Mr. CLEVELAND. That is right. 

Mr. WieGLeswortu. You are taking that pipeline over now into 
this brand-new type of aid called defense support? 

Mr. CLevevanpb. That is right. The tail end of the economic aid 
was in fact applied to these different purposes of defense support. 

Mr. WicGLeswortnH. Defense support as a technical matter is 
computed in exactly the same way as the former aid we called eco- 
nomic aid was computed? 

Mr. CLeveLAND. No; that is not altogether true. Previously, 
under the Marshall plan, what we were concerned with was getting 
certain recovery effects in the economy. 

Mr. WiaeGitesworrnu. I ‘understand; it was based on a theoretical 
balance of payments in the country concerned. We went into it in 
great detail across this table. That in substance is what you are 
doing today, in determining defense support is it not? 

Mr. CLeveLanp. That is a part of the analysis for defense support, 
but by no means the whole of it, because the primary considerations 
in the case of defense support are what is happening to defense ex- 
penditures in these countries, and whether defense expenditures can 
go up in these countries. 

Mr. WiaGieswortn. The reason that you cannot increase the 
defense effort within a given country more is in many cases because if 
you do so you run into an adverse balance of payments? 

Mr. CLevELAND. That is precisely it; yes. 


CHANGES IN COUNTRY ESTIMATES 


Mr. Gary. How do you explain the fact that in the original table 
on page 33 you show Belgium and Luxemburg expenditures for fiscal 
vear 1952-53, as $713,000,000 with no defense support? Now you 
have reduced that to $610,000,000 and still no defense support. 

Mr. Cievetanp. That was not a reduction that had primarily to 
do with whether there was any defense support or not. 

The $713,000,000 was the original proposal by the TCC to the 
Belgians as to what they ought to do. At the time the authorization 
committee figures were being put together—and this is a direct lineal 
heir of the figure in the authorization committee proposal—negotia- 
tions with the Belgians were in process on a series of points including 
defense expenditures, so that it did not seem wise at that time to put 
into what had to be a public document an amount of defense expendi- 
tures that was different from the recommendation that wes under 
discussion with the Belgians. Discussions with the Belgians on this 
point have been completed. They are somewhat inconclusive on the 
point of defense expenditure, but this is a more realistic estimate of 
what we believe the Belgians are capable of doing and may in fact do 
next vear in the way of defense expenditures. As you know, this is 
not directly related to an amount of United States defense support 
because, given Belgian’s economic position, they do not need aid to 
cover their essential imports from the dollar area 
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Mr. Wiaciesworrn. Mr. Cleveland, I wish that when you come up 
tomorrow you would bring with you vour working papers for Great 
Britain for example and just let us have a look at them, perhaps off 
the record, so that we can try to follow through the reasoning whereby 
you arrive at this so-called multiplier. 

Mr. CLevevanp. I will be glad to. 

Mr. McGratu. The 2.4 is rather speculative. There are so many 
hypotheses that you have to assume. 

Mr. CLevetanp. That is right. It is as speculative as any forecast 
of an economic character. It is speculative, for example, as to how 
big our United States economy is going to be. 

Mr. McGraru. You do not attempt to set it forth as being some- 
thing that is actually going to take place? It is a forecast at best? 

Mr. Cievetanp. Yes. Actually, in our view the precise figures we 
came out with, if anything, are overoptimistic because thev completely 
excluded, on the hypothesis we started with, any political and psycho- 
logical effects. In reality, if vou cut off all the defense sunport you 
will not be able to exelude all the political and psychological effects. 

IT would like to mention another fact, too, that has also affected the 
figure for Belgian defense expenditures. 

Belgium does not require direct dollar assistance from the United 
States, but one of the reasons it does not is that it is able under 
present arrangements to earn a considerable number of dollars from 
the other countries of Europe by exporting to those countries more 
than it imports from them. 

Now, when you reduce the total amount of dollars available to the 
European countries you also reduce indirectly the earnings by Belgium 
from those countries of dollars with which it can cover the cost of 
dollar imports. Therefore, their ability to make defense expenditures 
will go down to some extent as the result of this indirect economic 
effect. 

However, I do not want to leave the impression with the com- 
mittee that this is the total reason for that reduction because part of 
it was this negotiating situation which we were in a couple of months 
ago and which does not obtain today. 

Mr. Woop. There are, I believe, no other similar cases in this list 
of countries. That is the only one where the negotiating situation 
has a bearing on the change in the defense expenditures. 

Mr. CieveLtanp. I have completed the general remarks that I 
thought would be useful to make in the consideration of title I. 


YUGOSLAV SITUATION 


Mr. Wiccieswortn. Does this over-all figure vou give us at first 
indicate that in the fiseal vear 1953 the over-all expenditures of the 
15 countries will be $13,317,000,000 as against $1,247,000,000 from 
the United States in so-called defense support? 

Mr. Woop. That is right. 

Mr. CLeveLaANb. I am sorry; that is not quite right, because the 
total defense expenditures does not include an estimate, expressed in 
money, of the amount that the Yugoslavs will expend on their defense 
establishment because up to this ‘time that figure is still somewhat 
uncertain. It is obviously and clearly a sizable establishment, but 
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there is a ‘not available” sign against Yugoslavia, you will notice, in 
that column because our estimates of the Yugoslav defense effort are 
less precise than for other countries. 

So the total amount of defense expenditure is somewhat higher, be- 
cause of the Yugoslav situation. 

Mr. WiaciteswortH. Would it not be well to obtain that informa- 
tion if we are going to put money into this country? 

Mr. Creve ann. Every effort is being made to obtain from the 
Yugoslavs the kind of information we get from the other countries. It 
is pretty hard to do because the Yugoslavs have only started keeping 
the kinds of books that enable them to provide this kind of information 
very recently—since the break. 

Mr. WiaGieswortu. I take it the estimate of defense support for 
that country is not computed by the same mathematical formula that 
you have just been describing to us with respect to the other countries? 

Mr. Cievevanpn. Not altogether. It is based on, first, the policy 
of keeping the Yugoslav Government afloat and able to continue its 
military program. That includes, of course, not only this item, but 
the end item program as well. It is also based on a very rough 
balance of payments for Yugoslavia that we can furnish you. 

Mr. WiaGiesworru. To keep them afloat with our eyes shut? 

Mr. Cirevevanp. I think that General Olmsted would be able to 
speak to that better than J, but their military contribution in the 
event of hostilities with the Soviet would be very sizable. 

Mr. WicGiteswortu. | hope you are correct. 

Mr. CLeveLaNnpb. So do TI. 

Mr. Gary. We will stand in recess until 10 o’clock tomorrow 
morning. 
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Unirep KINGDOM 


Mr. Gary. The committee will come to order. 

We will now consider the request for the United Kingdom. 

Mr. Woop. I will ask General Olmsted to start from the military 
side. Then Mr. Cleveland can go on with the defense support side. 

Mr. Gary. I think in this connection it would be well to put into the 
record pages 52 and 53 of the justifications. 

(The matter referred to follows:) 


Univep Kinapom 


Defense program.—The United Kingdom defense program is the largest of any 
of the European North Atlantic Treaty Organization (NATO) countries. In 
January 1951 the United Kingdom formalized its second expansion of the defense 
effort in a program then estimated to cost £4.7 billion ($13.2 billion) for the next 
three United Kingdom fiseal years. Eeonomic difficulties have necessitated 
revisions and the program is now expected to run bevond the timing first planned. 
Almost one-third of the United Kingdom defense budget will be spent for the 
provision of major items of defense matériel. 

Defense expenditures of the United Kingdom in fiseal vear 1953 were originally 
projected at $4,750 million, on the basis of $590 million of defense support. The 
reduction in the defense program as a result of the indicated cut totaling $174 
million in defense support is estimated at $465 million, a reduetion which will cut 
particularly deeply into expenditures for matériel. Any further reduction in the 
defense support figure would have an even more serious impact on Britain’s 
rearmament effort in view of the strains already placed on the economic system 
and the drastic import cuts that have already been made. 
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Economic situation—The United Kingdom is a very highly industralized 
country heavily dependent on imported food and raw materials. Although a 
determined eftert has been made during and since the war to increase farm put- 
put, the country must still import two-thirds of its food; this has constituted 
approximately 35 percent of the import bill. Raw materials and petroleum take 
up another 45-50 percent of the imports. The balance includes essential ma- 
chinery and equipment. 

Production of matériel, which counts for so large a part of total proposed 
defense expenditures, falls very heavily on industries which customarily produce 
a large share of British exports. This has ageravated the problems of financing 
sufficient imports to maintain the economy of the United Kingdom. The United 
Kingdom cannot endure a continuation of the dollar drain of fiscal year 1952. 
The loss of $2.2 billion in dollar reserves during the first 9 months of fiscal vear 
1952 reduced reserve holdings of gold and dollars to $1.7 billion on March 31, 
1952, a 56 percent loss. Since these are the reserves of the whole sterling area, 
the trading of a large part of the free world is affected. 


Indexes of production 


Industrial Agricultural 


19388 100 | Prewar _ 100 
1947 107 | 1947-48 ee. 
1948 120; 1948-49 108 
1949 129 1949-50 o--MA 
1950 140 | 1950-51 120 
1951 145 | 1951-52 121 
Indexes of price Ss 
Wholesale Cost of living 
1948 ; ev 100 | 100 
1949, September... 165 104 
1950, June . , 117 106 
1950, December ; 133 108 
1941, June 146 116 
1951, December : : oat ‘51 121 


1952, Mareh ; . 152 124 


For é ign ty ade 


[Millions of dollar equivalents] 


1949 195¢ 1951 
Imports, total value (ce. i. f 8, 424 7, 284 10, 960 
From United States S21 502 1, O67 
From OEEC countries 1, 923 1,776 2, 682 
From all other countries 5, 680 4,916 7, 211 
Exports, total value (f. 0. b.)_- . ; a 6, 828 6, 312 7, 578 
To United States 225 357 430 
To OEEC countries _ . 1,814 1, 834 2, 085 
To all other countries 4,789 4,121 5, 063 
Volume of trade (index 1948100): 
Imports 109 109 126 


Exports __. nak ; ae ae i Sates 2 109 128 131 
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Employment, unemployment, and hours worked 
Employment: 
Total, excluding agriculture (1948= 100): 


MANO ik i i re a a ee ge ae a ads 103 
a adie ah a ol is allnaet ai i. esas 103 
Manufacturing only (1948+ 100): 
RE eee Rep a Oe ee pee py oe ae ae Re 108 
6 SRP Sead RS ES 7 ME ie aE ee pal patie Rag ae iat 107 
Unemployment: Insured registered (thousands) : 
eh en en om armies de 479.8 
i a er a als wien ph a,dta> Sar wp eminrgd Soa a 305. 4 
Hours worked weekly: 
RI Mg sh Se a ee ga a clas aeaneiee 45. 6 
PD Ss cr a a eee Pan ee chin ihe Be Sch pe lp 45. 7 


Use of resources 


{Millions of dollar equivalents] 





B 
United States, 
| United States, | goa) year 1953 


| fiscal year 1952 (fiseal year 1952 








| 
| (current estes prices) 
i } 
EOIN ED OUND 35. <tc. hla ond al da peediu act smnomneoncccens 43,355 | 43, 340 
Net foreign balance_-___- Soren RE RE. A ee aS ei SS emer a ea —1, 430 +150 
Bo IR SE TENS SER ET, TGR eel Ee eer tas pee te a | 44,785 | 43, 190 
Consumption: | 
OS Sea ec ntpea Ric tee ak og eats niaknkae | 28, 505 | 27, 985 
nba Reins dunes en neepaoes 65.7 | 64.6 
Investment (private and Government): | 
SRR et elect tae eh agen ie an dle ned masa aat decdanenens i 8, 445 | 6, 77: 
eee | ee Sy ee SS eee Teer eee | 19.5 | 15.6 
Government use of resources.........---.---------------------------+--- 7,835 8, 430 
= Eee ee ASE ae CRS IOIRY aye rene ae ae | 4,175 4,145 
Military: } | 
cca EAN ESE eae Spee ae eee ee ke ee aE 3, 660 | 4, 285 
gt hh ee a eS FS SDS RAPE ey ee | 8.4 | 9.9 
i i 
Government finances 
{Millions of dollar equivalents] 








United States | United States 
| fiseal year 1952 | fiscal year 1953 








Revenue and expenditure, Central government: i 
pl i ee ES RE SRR eee PERE SURE ASOT, j 12, 500 13, 090 


Arne TUN eo ee ae eo ee ademmeerebed male | 13, 300 | 13, 700 
Tax receipts: | 
All levels of Government: | 


pe EERE OS eR So Ue So en ee OE } 14, 259 |...--- Liss oot 

gE Se ETRE IS a PY Ee ae cen ee eroe i OF Sees ae 
Central Government: | 

be, a ee ren Wi 9 Ses kara ee | 1,771 12, 638 

Percent of GNP.._._.--...- ER I i Rees ae ae ae 28.4 28.9 

Gross debt outstanding, Central Government: | Mar. 31,1951 | Mar. 31, 1952 

BAI Fock oi toned odes oxbumestnnccesenbeeneusakincsavaseie | 71, 299 | i. 120 
PN a Son ate. is ck nd oan coes | 187.6 | 171.6 








Gold and short-term dollar assets 


{Millions of dollars] 


CT 2 0 | Re ae ae Ge hese RSE ME CA AD aa a oe ca OR tp SOD mae Gera 1, 425 
June 1950. IE ie ih Stes Nast ON NE gs WN Ia NR I en Reba 2, 422 
December 1950. RN EL TE Re ELT NAN OT Se AE HA IS 
June 1951_ NT ERE ETE et Hees SE PORE Tia NEAL RY ea Ne BO Sy IR 3, 867 
December 1951___- ok Ge ae. PRE Re Re Rie ao eee eee Mey: 2, 335 


March 1952_.._--- SLOPE SSE WE HUE clei ira me Ser aw BONS Rae eurs 1, 700 
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Area and population 








Prewar End of 1951 
core | atin 
Ie rae aga angie gy cud ded ates adae aways ee ae | Betis ee 94, 208 
pn SBOE Cree eek ae ieee giesaSuatiossetecs thousands_ -| 47, 500 50, 900 
| 7 


’ 
Gold and dollar transactions, current prices 


{Millions of dollars] 

2 a 7 SNES 
| United States, | United States, 
| fiscal year 1952 | fiscal year 1953 





a | 
Crt et NG eh aa See ERE aN ee oS 2,285.0 | 1, 801.0 


Exports (f. 0. b.) : WEN SS Ppnk ode Dr et ae 1,050.0 | 1, 205. 4 
United States offshore procurement program... .---.---...--------------] 001 | 3. 607 
Other receipts and payments, net i = e shinke Cacien's tins —1,373.0 | +151.0 
TOU PENNE Or SIRUSIIONED os ck onder see edl ake ee Pe eae eee —2, 608.0 | —441.0 
METHOD OF FINANCING 
Use of reserves dg OU ree Be Oe Sa oe seisus sees 2,177.0 | 39.0 
Use of pipeline ; ees dian cnc ie gees Feta 81.0 1(—14. 0) 
United States defense support bolls GS Re SEER OD: Sad CPOE RE eo 2350.0 | 2 416.0 


1 Increase in pipeline. 
2 Including $50,000,000 in fiscal year 1952 and $36,000,000 in fiscal vear 1953 per agreement of July 7, 1950. 


GENERAL STATEMENT 


General Otmstep. Mr. Chairman and gentlemen, I suggest that 
I make a brief summary statement of the country, and then ask 
Colonel Klein of the Air Force, Commender Danforth of the Navy, 
and Colonel Corbett of the Army to present the specific programs in 
that order. 

Mr. WieaieswortH. Off the record. 

(Discussion off the record.) 

General Otmstep. Regarding the United Kingdom, from a program 
and organization point of view, their armed forces are being developed 
in accordance with NATO and world-wide commitments. The 
balance of forces is appropriate and no one service appears to be over- 
emphasized at the expense of another. 

The United Kingdom is capable of meeting her army and navy 
NATO commitments, whereas short falls in aircraft production 
render it likely there will be some time delay in meeting the Air Force 
target. 

Significantly, actions taken during 1951 toward an improved defense 
posture are: (a) Defense expenditures were increased by approxi- 
mately 31 percent, and I might add at this point this capacity to raise 
their military budget from $2.4 billion to $3.3 billion was largely con- 
tributed to by the defense-support assistance which was given them, 
which is a very iategral part of the United Kiaogdom’s capacity to 
produce for her ferces and to get on with a relatively small amount of 
end-item aid from us. 

(6) The effective term of national service was increased from 18 to 
24 months. 

(c) 442,000 Reserve personnel received refresher training. 

(d) The British Navy is engaged in extensive modernization in 
construction programs. 

(e) Modern equipment is being introduced in all RAF commands in 
order to improve effectiveness. 
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The active strength of forces located in the NATO area in 1951 was 
increased by 4 percent. 

Mr. Wiaeteswortu. Are we going to have the figures, or are they 
also going to be left in the haze of secrecy? 

General Oumstep. I am not asking that any of this be taken from 
the record, sir. 

The over-all combat effectiveness of the British armed service is 
one of the best of the European countries. 

(Discussion off the record.) 

A shortage of reserve and support units in the Army and delay in 
deliveries of modern equipment to the Air Force are the major limiting 
factors at present. 

The supporting establishments, although weak in some respects, 
are considered adequate. 

The national service period is excellent, 24 months. 

Training in the British services is of a very high caliber, except for 
those pertaining to naval pilots, training facilities are adequate to 
the requirements for the planned build-up of forces. An extensive 
program of training reserve personnel is being carried out. 

The national morale and the attitude of the British toward NATO 
is good. The British will undoubtedly fight and fight well to maintain 
their security. 

The morale of the armed forces is good. Tradition and pride of 
service and unit combine to make the British serviceman one of the 
most tenacious fighters in the world. 


AIR PROGRAM 


Following that general statement I would like Colonel Klein to 
give us the specific air program, what we have done, and what we pro- 
pose to do, to be followed by the Navy and the Army presentation. 

Colonel Kiem. Mr. Chairman and members of the committee, 
the United Kingdom is one of the principal industrial countries of the 
world. We are providing in the air program for the United Kingdom 
only those items which the United Kingdom can not manufacture 
economically because of the small numbers involved, or because tie 
time period is such that we can manufacture them sooner for the 
United Kingdom than they could come from their own production. 

| believe nothing vou see in this program I have given the members 
of the committee will cause any alarm. Of course, the United King- 
dom, if given time, could manufacture anvthing that we are giving 
them. Actually, the type aircraft we have given them in the past, 
and the types we are providiag now, are types which would be wholly 
uneconomical for the United Kingdom to tool up and manufacture 
for themselves. 

(Discussion off the record.) 

That, in general, is the program as we have developed it. 

If there are no further questions, I would like to pass out copies 
of our program to show you what items are included. 

(Discussion off the record.) 

Mr. WieGLtesworts. You have given us off the record what you 
intend to expend here in the United Kingdom in the fiscal vear 1958 
in millions of dollars, and that is broken down into dollar require- 
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ments for training and for end item requirements for the Army, the 
Navy, and the Air Force programs. 

How does the total compare with the total that will actually be 
made available in the fiscal vear 1952? 

General Oumstep. I will have to get the breakdown of those figures 
for you by countries, Mr. Wigglesworth. 

Mr. Wicaiteswortn. You do not have any of that information 
available? 

General Otmsrep. I have it for the total of title I, sir. My figures 
previous to that are blocked into one amount for the fiscal years 
1950, 1951, and 1952. In order to break it out by vears for you I will 
have to go back and get the basic figures. I can give you this off the 
record. 

(Statement off the record.) 

Mr. Gary. Did you want that on the record? 

General OtmstEp. No, sir. 

Mr. WigGuesworrH. Can you not furnish the committee 1952 
breakdowns comparable to those which you have given us for 1953 in 
terms of dollars and in terms of items? 

General Oumstep. Yes, sir; that can be supplied. 

(the matter referred to, which is ciessified as secret for reasons of 
national security, was provided to the committee. ) 


SELECTED MAJOR EQUIPMENT 


Mr. WiaaLeswortu. Now you have also given us for the United 
Kingdom a breakdown, as | understand it, for selected major items of 
equipment in the proposed 1953 program. There appears in that 
breakdown a substantial number of planes. If I read this thing 
correctly the figure does not seem to comeide with what I understood 
to be the off-the-record testimony. 

General Otmstep. Those are naval aircraft and will be covered by 
the Navy witness who appears next, Mr. Wigglesworth. 

Mr. WiaGLesworrn. I see. 

Off the record. 

(Discussion off the record. ) 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. WiagGLeswortH. You have given us, also off the record, a break- 
down of items included in the proposed Air Force program for fiscal 
1953 with unit costs for certain of the items. 

I do not suppose that there is any way in the world that this com- 
mittee can be given any understanding as to how those figures were 
arrived at. We have no indication of what is available or what is 
needed, and we are simply asked to take it on faith that the various 
items are required for the forces in being, and that the unit costs in 
each case are fairly determined. Is not that about the situation, 
Colonel? 

Colonel Kiem. That is the situation with regard to cost of the 
items, Mr. Wigglesworth. With regard to the requirements, these 
are stated deficiencies that have come in, as we outlined to you last 
vear when we were here, and as General Olmsted outlined yesterday 
as to how the deficiency lists are prepared. These figures are based on 
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those deficiency lists which have been screened by country teams 
and by JAMAG. 

Mr. WicGieswortu. There is no way in the world for this com- 
mittee to check those determinations. We simply have to accept 
them on faith as well as the determination of the costs, as I see it. 
Would you disagree with that, Colonel? 

Colonel Kier. No, sir. The deficiency sheets for the Air Force 
are kept by the Air Matériel Command. Those are big stacks of 
sheets, Mr. Wigglesworth, which would, I am sure, take up more 
time in the committee than they would be worth if we had them in 
here. Here [indicating] is a sample of a deficiency sheet loaned me 
by the Navy member. 

Mr. WieGLesworru. Well, here is an item in here for aircraft 
complete with spares. That should not be very difficult. 

Colonel Kirin. This total, in the column titled [indicating] ‘‘Air- 
craft Complete With Spares,” is for the whole category. Under- 
neath that on line 2 it shows spares for the aircraft on hand. I can 
tell you what that is. 

Mr. WicGLesworrn. You mean items 1 and 2 are totaled in 2? 

Colonel Kuerin. If there were a listing in line 3, as well, the total 
of lines 2 and 3 would be the total of 1. 

Now, spares for the aircraft on hand we are talking about are air- 
craft spares for P2V—5’s and 1 year’s spares for B-29 aircraft pro- 
vided in previous programs. 

Mr. Wigcieswortn. Off the record. 

(Discussion off the record.) 

Mr. WigGLesworts. Those are the planes which we have pre- 
viously provided? 

Colonel Kirin. That is right. 

Mr. WicGLtesworrn. Did we not provide spares when we provided 
those planes? 

Colonel Kiem. In the same fiscal vear that we programed the air- 
craft, we provided the first vear’s spare parts. As time goes on, they 
use up those spare parts, and we have to program another year’s spare 
parts to keep the planes operational. 


PRODUCTION OF SPARE PARTS IN GREAT BRITAIN 


Mr. WiceLeswortu. Is Britain producing any of its spare parts? 
Colonel Kiem. No, sir; not for the B-29’s or for the P2V—5’s. 
They are producing them for their own fighter aircraft, but 1t would 
be very uneconominal for UK to tool up to produce spare parts for 
aircraft on which they have no production patterns, such as the B-29, 
and the P2V-—5. 
ELECTRONICS 


Mr. WicGieswortn. I note that there is a substantial item here 
for electronics. To what extent are electronics requirements being 
taken care of on the other side now? 

Colonel Kier. They have a very large electronics industry which 
is completely filled up to capacity with the manufacture of equipment 
for themselves right now, Mr. Wigglesworth. These are deficiency 
items which the British cannot produce in the time required, and also 
‘this type of equipment will permit a greater degree of standardization 
of equipment for all units operating in the area. 
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I can tell you what those items are and give you a description of 
what they do if you would like to have it. 

Mr. O’Hara. As to unit costs in items in these programs, Mr. 
Wigglesworth, the unit costs in these major items are checked back 
with unit costs that have been estimated on the same basis as the 
next year’s production for the United States military budget. 

Mr. WicGieswortu. Here at home? 

Mr. O’Hara. Yes, sir. And the same basic unit costs are used with 
three exceptions. 

Mr. WicGLeswortH. That is no assurance, from my standpoint, 
that the unit costs are correct. 

Mr. O'Hara. That is right; they are often not exactly correct, as 
is bound to be the case with estimates. 

The United States unit cost has three exceptions in case of foreign- 
aid programs, One is that if there is in a foreign country a special- 
equipment requirement, it may amend that cost slightly, and that is 
taken into account; and also in some cases, there is a foreign patent 
license fee being paid; and that licensee fee—if it is in NATO countries 
having agreements with us—that license charge is removed under 
these programs for aid material. Third, if items are for offshore 
procurement, they do not use United States prices. Sometimes the 
offshore price is lower and occasionally slightly more, but very seldom 
much higher. 

Mr. CLtevencer. Are we supplying the United Kingdom with these 
new developments and betterments we have made in bomb sights, 
radar, and so forth? 

Colonel Kirin. There are no such MDAP requirements at present 
for the Royal Air Force, and they are not provided here in this program 
Fam not saying that we could not provide them if they were indicated 
as deficiencies and an urgent requirement for them existed. There is a 
free interchange of information concerning our developments with the 
United Kingdom on those items. 

Mr. CLevencer. These are all the questions I have, Mr. Wiggles- 
worth. 

NAVY PROGRAM 

General Oumstrep. Are we ready for the Navy, sir? 

Mr. Gary. Yes. 

General Otmstrep. Commander Danforth. 

Commander Danrortu. Mr. Chairman, I believe that the opening 
remarks that Colonel Klein made in connection with the British 
industry and British production facilities would apply equally as well 
to the Navy as to the Air Force. 

The British production program is geared considerably to their mil- 
itary defense effort. We, in the Navy, are trying to abet that pro- 
gram wherever they have a short fall within their own capacity. 

I would like to say, in connection with what will come later, that 
we do have a list in detail here of just how each requirement is derived. 
I will have to submit that off the record, but it is a complete break- 
down, not only for this year, but for the past and for the future, if 
any requirements exist then. 

1 think that will have to conclude my remarks on the record. 

I now submit to you the programs for fiscal year 1953. 

(Discussion off the record.) 
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Mr. WiaGieswortu. On the record. 

You have given us a confidential list of the unit costs for the planes 
included in the program. 

Off the record. 

(Discussion off the record.) 

Mr. Wice.teswortn. Dropping down the confidential list, will you 
explain off the record what item 21 is? 

(Discussion off the record.) 

Mr. Wiae@Lteswortu. Over on page 3, referring to items 17 and 18, 
Will you please explain these items? 

(Discussion off the record.) 


ARMY PROGRAM 


General Otmstrep. May we ask Colonel Corbett now to give us the 
Army program for the United Kingdom, please? 

Mr. Gary. Yes. 

Colonel Corserr. Mr. Chairman, and gentlemen, I will pass out 
the Army program for the United Kingdom. This program is designed 
to maintain the equipment which was in the hands of the United 
Kingdom, and equipment which has been given on previous MDAP 
programs. 

It will also provide additional quantities of high priority items for 
units that are committed by the United Kingdom to SHAPE and 
which will come into being during the current fiscal year. 

Mr. WiaaLeswortnH. On page 2 of vour confidential list which you 
have submitted, is the figure at the top of the page the total figure? 

Colonel Corserr. That is the total figure for ordnance, equipment 
and supplies, sir. 

Mr. WiceLesworrn. For the items which follow it immediately? 

Colonel Corserr. For all items which follow it through the entire 
next page, sir, and on page 4, one figure shows for engineering equip- 
ment and supplies. 

COMBAT VEHICLES 


Mr. WiceLeswortu. Well, vou have an item in there of so many 
million. How many combat vehicles does that represent? 

(Discussion off the record.) 

Mr. WigeGLesworrn. Do you have any questions, Mr. Clevenger? 

Mr. CLEvENGER. No; | think not. 

Mr. Gary. All right, sir. 

General OLMsTED. Summarizing the military portion of the United 
Kingdom program, may I say just a few additional words, and I 
would like to tell vou off the record the current strength of the British 
forces. 

(Discussion off the record.) 

General Otmsrep. As you will note, from the nature of the testi- 
mony, the relationship between our military end-item program and 
the actual strength of the United Kingdom forces in being is quite 
a modest relationship, and our military program for the United King- 
dom is largely designed for maintenance and modernization rather 
than for providing individual equipment for additional units. 

Mr. WiacLeswortu. Modernization would include that also to 
some extent; would it not? 
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General Otmstep. Pardon me? 

Mr. WiaGLeswortu. I say modernization would include equipment 
for units, to some extent; would it not? 

General Otmsteap. That is right, as replacement material. 

Mr. Gary. You said no equipment for new units, additional units? 

General O_mstep. That is right. 

Mr. Gary. They are trying to equip the units that they already 
have with modern implements, as | understand it, rather than 
equipping new units. 

Mr. Woop. This is a most interesting example. Because of the 
great industrial capacity of the British, with adequate maimtenance 
of their economy and production base, the development of armed 
forces can depend primarily on their own production with a relatively 
small amount of military end items supplied from this country. 


DEFENSE-SUPPORT PROGRAM 


Mr. Cleveland can go on at this point with the defense-support side 
of it, which will give you the details and data with a back-up of that 
general statement which | have just made. 


Mr. Gary. All right, Mr. Cleveland. 
LIMITING FACTOR ON BRITISH MILITARY EFFORT 


Mr. CLevetanp. The limiting factor on British military effort, of 
course, is the financial and economic situation, as is well known. 

In spite of the limitations, which I will refer to in a minute, the 
British do put on a defense effort which, measured in terms of dollar 
equivalents, is the largest of any of the countries of Europe. They 
have, until recently, been responsible for the production of very close 
to half of all of the military hardware that is produced in the entire 
NATO area—not, of course, counting North America—but among 
the European NATO allies. Last year the total amount of military 
equipment being produced in the NATO area was around $1 billion, 
and the British produced rather more than half of that. 

This current fiscal year the total amount of military equipment being 
produced by our European NATO allies is around $2 billion, and the 
British are producing just about one-half of that. For next year we 
project, on the basis of the figures as revised to take into account the 
action of the conference committee, that the total amount of procure- 
ment or production of military equipment in the NATO area, counting 
the Lisbon-plan countries I referred to yesterday, would ec just under 
$3 billion (it could probably have reached as much as $3.5 billion with 
the aid misao of the authorizing committees) of which the United 
Kingdom can probably produce about $1.2 billion worth. 

You have added in there next year for the first time over $400 million 
worth of production by Germany of military equipment which, of 
course, has not been in the picture at all heretofore. 

That gives you an idea of the importance of the United Kingdom in 
the equipment-production picture in Europe. The United Kingdom 
is equally important when the total of defense expenditures is con- 
sidered, including military personnel costs, construction, operating 
costs, and other defense expenditures. In our projection for the next 
fiseal year we reduced the defense-support figure because of the cuts 
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made by the House and Senate. You remember I referred to a figure 
of a total defense expenditure for the Lisbon-plan countries, including 
Germany, of $12,863,000,000. Of that, the United Kingdom is 
projected to spend $4,285,000,000, or nearly one-third of the entire 
amount. 

With this, of course, they are able to do more than home defense. 
As General Olmsted indicated, they have a sizable number of divisions 
outside their own country—on the Continent, in the Middle East, 
Malaya, and Korea—and they have this growing production of equip- 
ment which enables them to take care of the most of their own require- 
ments themselves as far as equipment is concerned. They doubled 
their tank production this last vear and have substantially increased 
their production of jet aircraft from last year to this year. They have 
placed contracts for defense production amounting to something like 
$4 billion, and the actual expenditures are moving up. They are 50 
percent higher on equipment this year than they were last year. 


PROPOSED UNITED STATES CONTRIBUTION 


Mr. Gary. Our proposed contribution is about 10 percent? 

Mr. CLevELAND. Ten percent of the total British defense expendi- 
ture? 

Mr. Gary. Yes. 

Mr. CLEVELAND. Yes. 

Mr. Gary. It is.$4,285,000,000 as against $416,000,000 as aid? 

Mr. CLeveLaANp. Yes; that is right. 

Mr. Gary. That is up $66 million over 1952. Why is that? 

Mr. Cievetanp. You will remember at the beginning of last vear, 
when this program was being discussed in Congress, it was assumed 
the United Kingdom would get no aid at all, because at that time as- 
sistence under the Marshall plan had already been cut off ahead of 
schedule. In fact, the United Kingdom had been able not only to 
balance its external accounts but actually to build up its reserves. 

Mr. Gary. It was discontinued at their request? 

Mr. CLevevanp. It was discontinued at their request but in line 
with the general understanding that the Marshall plan was to produce 
recovery and not to go on forever. 

Then, of course, they faced after Korea a series of facts of life which 
they could not coitrol—facts about the development of the world econ- 
omy that had a very serious effect on the program. Their total 
reserves are down from a peak of about $3.8 billion in June 1951 to 
$1.7 billion this last March. If they continued at the same rate of 
loss, they would be completely out of gold and dollar reserves by fall. 
The main reason for that was a series of events starting with Korea. 
First, a tremendous increase in prices of raw materials which the 
United Kingdom has to buy; then a very large spending of dollars by 
their sterling-area partners who are associated with the United 
Kingdom in a common dollar pool, thereby causing an excessive 
drawing on that dollar pool. In addition, there was the internal 
impact of their own defense program, which, as I indicated yesterday, 
is a problem to some extent all over Europe—diverting resources from 
production for export to production for defense. Taerefore, at the 
same time as they needed more raw materials to go ahead with the 
defense program, they were less able to buy them because of the 
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difficulty of earning dollars by producing export goods in the face of 
the big demand for military goods from their defense ministry. So, 
the natural result was that they depended on reserves to carry them 
through, and they ran down their reserves by more than $2 billion in a 
period of a few months. They are no longer able to contiaue that loss 
of reserves. In effect, what they now face is a choice—as Hugh 
Gaetskill put it last fall when he was over here, and Butler, the new 
Chancellor of the Exchequer, and the Conservative government have 
been putting it since—they face a choice between solvency and defense. 
They face a choice which at some stage they have to make, and that 
stage they feel is about reached. 

If a manufacturer comes to the Government and says “I have two 
orders and have only one plant. .I can either make a luxury auto- 
mobile for sale in South America for dollars or make this tank I have 
an order for from your own Defense Minister. Which one shall I 
take?” they get to a point in their loss of reserves where they have to 
tell him to put the tank order on the shelf and take the order with 
which to earn some dollars, so that the British nation can buy some 
food and raw-material imports. 

So, the problem is to earn enough dollars to buy the essential 
dollar imports. I think this can fairly be deseribed, and is regarded in 
Great Britain as well, as the primary limiting factor on the ability 
of the British to prosecute this defense program and increase it to 
these sizable dimensions I hfive referred to. 


AUSTERITY PROGRAM 


Mr. Gary. What ts the situation with reference to the austeritv 
program in Great Britain? 

Mr. CLEVELAND. As to the austerity program, I am sure you know 
some of the rather remarkable facts about it. Even before this so- 
called Butler budget this last spring, the British standard of living 
was remarkably low by any standard of comparison—two chops a 
week was the meat ration and 1% ounces of cheese a week, 10 ounces 
of sugar, 2 ounces of tea, one egg per person per week——that kind of 
very small ration In addition to that, the Butler budget has mtro- 
duced a series of adjustments designed to make it possible to reduce 
their imports still further. You will notice in our projections (on 
this United Kingdom statistics sheet 1m the book) that the total im- 
ports from the dollar area are projected to go down from $2,285,000,000 
in the fiscal year 1952 to $1,801,000,000, which is a drastically cur- 
tailed dollar-import program. That cut cannot come very much on 
the food side, because they are already about as low on food as that 
country or any Western European country can go, even with what is 
probably the most disciplined people and the most austerity-conscious 
government of any of the western countries. 

The Butler budget also begins to swing away a little bit from the 
kind of policy that the Socialists had, to the extent of trying to intro- 
duce some additional incentives into the economy. They are trying 
to fix the tax system and fix some of the other arrangements for per- 
sonal consumption so that, if a person works harder or longer or goes 
into an industry that is essential, it redounds to his advantage in 
terms of money that can be spent on goods for consumption. ‘To that 
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extent they have tried to use austerity as a pressure to encourage 
people to work harder. It did not work that way sufficiently before. 

Even with that, the British are working on a very, very narrow 
margin of total resources. We believe they will be doing well, at the 
level of aid projected here and with the very stringent policies they 
have put into effect, to maintain their gross national product constant 
as between this year and next vear; that is, not actually to reduce the 
total amount of production simply because the total imports from all 
areas and the dollar imports are going to have to go down if they are 
going to meet this objective of solvency. 

Mr. Gary. Can you give us a breakdown of what this $416 million 
is to be used for? 

ESTIMATE OF IMPORTS 


Mr. CLevELAND. Yes, sir. I can put into the record, if you wish, 
a statement of the estimated imports to be financed by MSA. Per- 
haps the best form in which to do it would be to put in a comparative 
table, which I have here, showing for this fiscal year and the next fiscal 
year the total imports from all sources, the imports from the United 
States and the MSA-financed imports. It shows vou how MSA- 
financed imports fit into the total picture. 

Mr. WigGLeswortH. You mean in terms of items? 

Mr. CLevELAND. In terms of the same commodity categories which 
are used in the commodity tables in this book. 

(The matter referred to follows:) 
Estimated imports from all sources, United States, and MSA-financed for fiscal 

years 1951-52 and 1952-53 
UNITED KINGDOM 


{In millions of dollars} 














‘ Fiseal year 1951-52 Fiscal year 1952-53 
Commodity SPILT 7 a ae, COTES De RS Le BOS eae as 
ie United MSA- . United MSA- 
Potal States | financed | Potal States financed 
Food and agricultural imports: | 
Food ¥ . 2,807.7 | OS 2 eee 2, 865. 4 104.5 25.0 
Feed and fertilizer - - j | 238.4 | 64.0 |... 272. 1 55,8 
Natural fibers ee ee 160.2} 1-0,5 | 1,466.2 160.3 
Other agricultural products | 398. 3 gt Ea gay 341.4 96.3 
Total food and agricultural imports 4, 850.7 503. 2 1—,§ 4,945.1 416.9 25.0 
Industrial imiports: | 
Fuels Sepa Opens 544.8 | 366.1 | 57.4 273.3 100.0 45.0 
Industrial raw materials. _______- 1, 959.9 | 150.0 201.9} 1,718.5 | 194.7 274.5 
Capital equipment - 266. 7 153. 6 24.3 199. 0 103.5 | 10.0 
Other manufactures : and raw mate ris als 1, 002.9 47.1 | 9.9 809. 1 47.9 ra 17.5 
Total industrial imports ______- . 3, 774.3 716.8. 293. 5 2, 999. 9 446.1 | 347. 0 
Total commodity imports 8,625.0 | 1,220.0 293.0 | 7,945.0) 863.0) 372.0 
Transportation Bae 7.0 | eR Kees ae 8.0 
Total MSA _ defense-support pro- | | } | 
gram tie neh ee Hae | ONO Dares ie iS A 380, 0 
MSA obligation pursuant to agree ment of | | | | 
July 7, 1950 LER See Ss Fae Sh a! | MO Fa. ct5ca- 2 36.0 
en Rea Seabee WE on th ie kann Manton ee 5 eee | 416.0 


j 
1 In some eases, MSA-financed commodity imports are minus primarily because procurement authori- 
zations outstanding as of June 30, 1951, were eanceled or decreased after that date and the adjustments exceed 
the total of actual or prospective issuance of procurement authorizations during fiscal year 1951-52 


Mutual Security Agency, June 10, 1952, 
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OBLIGATION OF MSA 


Mr. Gary. This MSA obligation was pursuant to what? 

Mr. CLevELAND. Pursuant to the agreement of July 7. That is 
the so-called Katz-Gaetskill agreement, which was part of the arrange- 
ment under which the European Payments Union was set up. At 
that time a number of countries on the Continent held sterling bal- 
ances and the question came up whether these sterling balances could 
be used, for example, by the Italians to buy goods in other parts of 
Europe under the convertible currencies scheme set up by the Europ- 
ean Payments Union. At that time an arrangement was made where- 
by, to the extent those sterling balances were used and to the extent 
the United Kingdom went into a deficit with the European Payments 
Union on account of their use, which it could not control, and had to 
pay gold to the European Payments Union as a result, the United 
States would compensate them by making corresponding payments 
to the United Kingdom out of aid funds available. That has been 
don’ this vear to the extent of $50 million as part of the aid arrange- 
ment within the total amount of aid available. As you know, the 
total aid this year includes the transfer from end-item funds. Next 
vear the estimate is that there will be a $36 million obligation which 
will wind up that agreement. 

Mr. Gary. Do you have a table showing the use of counterpart 
funds in Great Britain? 

Mr. Cuevetann. We have a table showing the use of counterpart 
funds up to date or up to the end of April. We do not have the 
projection at this moment of the use next vear, although I think it 
is a fair estimate in the case of the United Kingdom that substantially 
all counterpart except that part reserved for the use of the United 
States will be applied to defense expenditures in Britain. 

I think it was agreed yesterday to put into the record a statement 
of the status of all counterpart funds by countries. I believe the 
table which will be submitted at that point will cover those figures. 


DETERMINATION OF REQUIREMENTS 


Mr. WiaGteswortu. The $416 million you are recommending for 
defense aid to Great Britain in fiscal 1953 and for other comparable 
items for other countries are determined, are they aot, exactly as 
economic aid and was previously determined by the best guess you 
can make as to the probable adverse balance of payments? 

Mr. CLEVELAND. That is one of the factors taken into account. 

Mr. WiecLteswortn. Is it not the only factor? 

Mr. CLeveLaNnpb. No, sir. 

Mr. Wieaieswortn. On page 53 you give us a table entitled, 
é ‘ : ” ‘ee f ° 
‘Gold and Dollar Transactions.’’ You have estimated imports and 


exports and have taken offshore procurement into account, and you 
get a net adverse balance of payments of $441 million. And you 
intend to make that good by defense support except to the extent 
that you think the United Kingdom can safely use $35 million of its 
reserves? 

Mr. CLeveLranp. That is merely building up the pipeline actually. 
It is an offset to the use of reserves. 
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Mr. WiceLeswortH. That is the same principle that has been 
presented for determining economic aid every year, I think. 

Mr. CLEeveLanp. This is a similar analysis. The thing that is 
different about it is the internal objective in the United Kingdom, 
and that internal objective from our standpoint is primarily to enable 
the United Kingdom to sustain larger defense expenditures. 

Mr. WiaGLteswortu. Whether you call the objective economic 
recovery or sufficient economic strength to swing the defense burden, 
it is essentially the same problem; is it not? 

Mr. CLeveLANb. The technique is the same. As a matter of fact, 
the techniques developed during the Marshall plan are now proving 
to be useful in this effort. 


RELIABILITY OF ESTIMATES 


Mr. WiacieswortH. How good have your guesses been on adverse 
balances of trade? 

Mr. CLEVELAND. Well, they have varied a good deal. 

Mr. Wiae.tesworta. Some have been good and some have been 
bad? 

Mr. CLEVELAND. Some have been good and some have been bad. 
In the United Kingdom’s case, when the United Kingdom was in- 
creasing its reserves very rapidly something over a year ago, everybody 
was inclined to believe, at least, that they could manage to stay on a 
reasonably even keel. But raw-material prices then plummeted 
downward. As you know, rubber really hit the bottom of the cellar, 
and the price of tin and other exports from the sterling area also fell. 
Every prognosticator in that business was proved not to be a very good 
guesser. By the same token, prior to Korea, nobody guessed the 
North Koreans would come over the thirty-eighth parallel; so, nobody 
guessed that the price of tin would go up so fast, and the sterling area 
would make a lot of money in the fall of 1950 and the spring of 1951; 
so, in that year, the guesses on the whole were too conservative. Last 
year, the guesses as to rubber assumed a much better situation than 
in fact obtained. As a result of the turn in the situation in the 
United Kingdom, you know the President did transfer funds last year 
from the military end-item program to the economic program under 
the 10-percent transfer authority precisely for the purpose of assisting 
the United Kingdom to maintain its defense program instead of 
having to cut it back. 

Mr. WiaGiesworrn. Of course, that balance of payments is 
dependent directly upon internal policies; is it not? 

Mr. CLevetanp. It is, indeed. 

Mr. WicGieswortu. I always think of a very distinguished 
European financier who told me some years ago, “If you will guarantee 
to pay any country in Europe its dollar deficit and will give me control 
of the fiseal policy of that country, I will show you the dollar deficit.”’ 

Is this figure of $416 million good in the light of the reduction by 
the Congress, or is it the original figure? 

Mr. CLevetanp. This is the revised figure. This is the reestimate 
of the balance of payments. 

Mr. WiaGieswortn. It compares with $350 million in the current 
fiscal year? 

Mr. CLeveLAND. Yes. 
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Mr. WicGLteswortu. Was that actually made available? 

Mr. CLEVELAND. Yes. 

Mr. WiaGLeswortu. Or was that the estimate before it was dis- 
continued? 

Mr. CLeveELAND. No. The discontinuance was the year before. 
This current fiscal year we have in fact made available $350 million 
to the United Kingdom. 

Mr. Wiae.eswortu. In other words, you originally proposed to 
pay more than $416 million? 

Mr. CLevELAND. Originally we proposed a figure of $590 million 
to the authorization committees. 

Mr. WiGcGLteswortH. What does the footnote mean on page 53? 

Mr. CLeveLAnb. The footnote on the $416 million? 

Mr. WiacLeswortu. Yes. 

Mr. CLEVELAND. That says 

Includes $50 million in fiscal year 1952 and $36 million in fiscal year 1953 per 
agreement of July 7, 1950. 

Mr. WiaeLeswortn. Just what is that? 

Mr. CLEvELAND. That is the agreement I was just outlining in 
answer to Chairman Gary’s question, the so-called Katz-Gaitskill 
agreement, having to do with sterling balances in the European Pay- 
ments Union. 

Mr. WiaGieswortuH. The justification points out the loss of dollar 
reserves in the first 9 months of 1952; and I note the statement there 

was the equivalent of $1.7 billion worth of reserves on hand as of 
March 31, as | understand it-—— 

Mr. CLEvELAND. That is right. 

Mr. Wiceiesworrn. Has that figure increased or decreased since 
that time, or don’t you know? 

(Statement off the record.) 


NATIONAL BUDGET AND GROSS NATIONAL PRODUCT 


Mr. WiaGitesworrH. Now, you show a gross national product for 
the United Kingdom of $43.3 billion, and out of that you take about 
$8.4 billion for the budget; do you not? 

Mr. CLEvELAND. That is right-—estimated for next vear. That 
is a higher proportion, as vou see, than the amount taken for Govern- 
ment use of resources this year. 

Mr. WicGctesworrn. And out of the $8.4 billion you take about 
one-half for military expenditures? 

Mr. CLEVELAND. Yes. 

Mr. Wiaeiteswortu. Which you figure is about 9.9 percent? 

Mr. CLeve.anp. That is right—of the GNP. That is a growing 
proportion of military expenditures both as related to the GNP and 
as related to the Government budget. 

Mr. WicGLteswortu. How does that tie into the table on Govern- 
ment finances where you show total revenues of $13 billion and total 
expenses of $13.7 billion? 

Mr. CLevetann. The table at the bottom of the page entitled 
“Use of Resources” uses the so-called national-accounts technique. 
That is to say, it includes under Government use of resources only 
part of what is spent out of the Government budget. The Govern- 
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ment budget includes, in addition to what appears under the use of 
resources, investments by the Government which in the table appear 
under “Investments, private and Government” and so-called ‘“Trans- 
fer payments.”’ 

Mr. WicGiesworrn. It is certainly the Government’s use of the 
gross national product; is it not? 

Mr. CLeveLAND. I won't vouch for the terminology used by the 
experts in those questions. 

Mr. WicGLeswortu. No; but what I am trying to get at is how 
much is required by the budget out of the gross national product. It 
looks to me like you have to take more than $8.4 billion; you have to 
take the $13 billion figure. 

Mr. CLEveELAND. That is right. The Government takes as revenue 
from the people what is shown under ‘Government. finances.”’ 

Mr. WicGieswortu. It all comes out of, what vou call the gross 
national product. 

Mr. CLEVELAND. It comes out of the gross national product but 
includes two major items that do not appear in the national-accounts 
table under “Government use of resources.”’ One is the investment 
of resources, which is counted as investments; the other is the ‘‘Trans- 
fer payments,” such as social-security payments. 

Mr. Wiaa@Lesworru. You could make a lot of other subdivisions, 
but what I am interested in is to see how much of the gross national 
product is being taken by the Government for its own expenditures. 

Mr. CLevELAND. The total amount of taxes collected by all levels 
of government, as I remember it, is 35 pereent of gross national 
product, and I have a figure for the total amount taken by the Central 
Government. 

Mr. WraGieswortn. And only 9 percent is used for military 
purposes? 

Mr. CLevetanp. About 10 percent—9.9 percent. 

The estimates of tax receipts by the Central Government would 
work out at about 29 percent of the gross national product for next 
year. 

Mr. Gary. What percentage of the tax receipts goes into the 
defense effort? 

Mr. Cievetanp. The total revenue is about $13 billion, of which 
4.2 billion goes into direct military expenditures, such as personnel 
cost, production of ecuipment, and so forth. A good deal of other 
Government revenue, of course, goes into Government investments, 
such as building roads and other things, that have both military and 
civilian purposes. 

Mr. Gary. About one-third? 

Mr. Cievevanp. About one-third for direct military expenditure; 
yes. 

Mr. Wiaeieswortnu. And the taxation figure, of course, includes all 
expenditures. Is a food subsidy still included? 

Mr. Cievetanp. There is some food subsidy; yes. 

Mr. WiaGieswortn. And all of the other social expenditure that 
the Government has embarked upon? 

Mr. CLEvELAND. That is right. As you know, they have cut that 
down a little in Chancelor Butler’s most recent budget. 

Mr. Wice_esworrn. But, even with that cut, vou anticipate a 
deficit in 1953 of something like $700 million? 

Mr. Cievetanp. That is right—in their current accounting. 
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COAL-PRODUCTION SITUATION 


Mr. WicGLeswortu. My attention has been called to an article in 

a British publication called the Tablet. I am not familiar with it, 
but it has a pretty interesting article on the coal situation. This 
appears in the May 24 issue. It points out [reading] that— 
coal is the only raw material which could be produced in this country [Great 
Britain] in such quantity that there is a substantial surplus available for export. 
Last vear it fell to 3.5 percent of the total output of the mines. 
_* * * Up to the outbreak of the last war, over a period of some 60 years, 
Britain supplied many countries of Europe with coal, particularly France and 
Italy, as well as countries farther afield like Argentina. The surplus available 
for export reached a record of 75 million tons in the early 1920’s, of which more 
than four-fifths went to Europe. 

The export of even half this volume today would solve our balance-of-payments 
problems for many years to come and, incidentally, would release many goods for 
the home market now being sent abroad, and so help raise our standard of living. 
But, probably more important than this, it would provide a much-needed blood 
tranfusion for the sick economies of Our western allies. 


Then it points out that- 

During 1951, serious consequences were averted only by resorting to imports 
from the United States, which, after having fallen away to nothing in 1950, rose 
during the following vear to no less than 26,000,000 tons, of which Britain had the 
ignominy to account for 1,000,000. 


It adds that- 

* * * since 1947, some 18,000 foreign workers have been placed in the mines. 
These figures look ludicrously small compared with, say, Belgium, where in 1951 
no less than 66,000 workers from other European countries were at work in her 
mines, representing two-fifths of her total manpower. 

What is in sight in the coal situation? 

Mr. CLtevetanp. As vou know, it is a very difficult problem indeed. 
The United Kingdom used to be a big exporter of coal. Coal produe- 
tion now is about even or slightly less than prewar. The United King- 
dom exports very small quantities now. There is a relatively high rate 
of absenteeism among the coal workers. Although the British Gov- 
ernment and the national headquarters of the mine workers’ union are 
very clear that one of the things that ought to be done about it is to 
bring in workers from abroad, particularly Italian workers, the local 
communities and the miners in the local communities have resisted 
this with great vigor and with considerable success. 


INCENTIVE SYSTEMS 


To my mind, an even more important difficulty is the question of 
incentive. That is why I put such emphasis on the Butler budget, 
because for the first time in several vears they have begun now to work 
toward a system of developing incentive for increased work—incentive 
for the miner to come to the mine more than 4 days a week. That in- 
centive has to be expressed, of course, not only in terms of money, 
which can be done through wage arrangements—and, of course, the 
miners are better paid now than most other classes of workers, | 
believe—but the incentive has to be expressed also in terms of goods. 
With the austerity program, the Government is pretty hard put to it, 
because everybody gets about the same goods no matter how much 
money they have. But they are trying to work out systems for de- 
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sirable amounts of consumer goods to be available in the mining 
communities where they are seeking to increase the incentive, 

It is a very difficult problem. The British Government is 
thoroughly conscious of it, and we have talked with them a lot about 
it. We have sent them some technical help on the introduction of 
more modern machinery into the mines, the lack of which is one of the 
reasons they are so far behind in productivity. And recently we 
helped to promote a special committee operating out of the Organiza- 
tion for European Economic Cooperation to try to find ways of 
pushing up the coal production of the United Kingdom, Germany, 
and elsewhere. The United Kingdom and Germany are the two 
biggest countries on the coal front. 

Mr. WiaGiteswortn. Have any results been obtained; is there any 
hope in sight? If that is a reasonable statement of the picture, it 
seems to me no stone ought to be left unturned toward restoring coal 
production. 

Mr. CLeveLanp. I think there is some hope in sight, because I 
think the trend is up, although the gradient of the curve is not as 
steep as we would like to see it. 

Mr. WiaGLesworru. Is it a lack of manpower, a lack of machinery, 
a lack of know-how, or what is the reason for the tremendous fall-off 
compared with previous years? 

Mr. Cievetanp. I think the fall-off in production is not the primary 
thing. As a matter of fact, they are producing now almost as many 
tons of coal in the United Kingdom as they produced before the war. 
In 1951 they produced 226 million metric tons. Prewar they pro- 
duced, on an annual average of the years immediately preceding the 
war, around 233 million metric tons. One of the problems is that 
production has not kept up with the consumption. Of course, con- 
sumption has been going up very rapidly inthe United Kingdom. 
Before the war, within the United Kingdom itself they only consumed 
170 or 180 million tons of coal; now they consume themselves some- 
thing like 211 million tons. 

Mr. Gary. Did the oil situation in the Middle East have anything 
to do with that? 

Mr. Cievexanp. I think recently the pressure on supplies of coal 
has been increased some by the situation in oil, although the non- 
availability of that oil has not, I think, affected the supplies available 
to the refineries in the United Kingdom so much as it has affected the 
world supply of petroleum. The United Kingdom, of course, is a big 
seller of oil to many countries of the world. 

Mr. Gary. This incentive system you refer to is similar to the 
system they used in Germany in 1947 to speed up the production of 
coal in Germany; is it not? 

Mr. CLtevetanp. It has the same general purpose. In Germany 
vou have a special problem which is the problem of housing in the 
Ruhr. 

Mr. Gary. Yes. But back in 1947 there were no consumer goods 
on the market at all and the money the Germans would earn was no 
good because they could not buy anything with it. My recollection 
is they gave them incentive packages with some consumer goods in 
them if they worked a certain number of days. Absenteeism was a 
terrific problem, and they gave these incentive packages to increase 
production. 
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Mr. CLevetanpb. They are not attacking the problem with that 
‘same kind of procedure in the United Kingdom at this stage; but, in 
effect, with more money available, they work harder and, with more 
goods available in the local communities to use the money for, it 
ought to have a somewhat similar effect to that procedure you de- 
scribed in Germany. 

Mr. Gary. I was in Germany in 1947, and the incentive packages 
seem to have a very good effect. 

I have just heard some people who have recently returned from 
Germany quoted as saying that the most surprising thing they saw in 
Kurope the whole time they were there was the fact that the Germans 
are now sending CARE packages to the English. 

Mr. CLeve.tanpb. One other index of progress is the increase in the 
output per man shift in the United Kingdom, which now exceeds 
prewar, both the over-all output per man shift and the output per man 
shift at the face of the mines. So I think the British are getting some- 
where with their coal production but not far enough. 


CALCULATION OF DEFENSE SUPPORT ESTIMATES 


Mr. WieeieswortH. What did you say was the original figure you 
planned to put into the United Kingdom for defense support? 

Mr. CLeveianb. $590 million. 

Mr. Wieeieswortn. In other words, you planned to put into Eng- 
land about $150 million more than the present estimated adverse 
balance of payments? 

Mr. CLeve.anp. No, sir. We planned at that time and the British 
themselves had planned for a considerably higher level of imports 
than the level of imports that is now shown in the tables here. 

Mr. Wiaatesworrn. Aud you have shifted that level since the 
action of the conference committee? 

Mir. CLeveLann. We have constructed a set of figures on the balance 
of payments here which includes all imports they could possibly buy, 
given all of their own resources plus the reduced amount of aid. I 
im not sure | explained sufficiently yesterday what- we hive done 
since the conference committee report. There has not, of course, been 
time to go through the kind of entire process we went through before 
the Lisbon conference which resulted in the original set of figures. 

What we have done, on the basis of an analysis conducted here in 
Washington, was to take all of the country aid figures that were pre- 
sented in the authorizing committee hearings and slice each one of 
them by a standard percentage. We sliced by 29.5 percent, which 
was the over-all percentage cut in defense support. Starting from 
that, we have tried to ascertain just what the country would be able 
to do, given this new situation with which it would be faced. The 
projections that are included in the statistical pages of this budget 
are new projections based on our estimate of what the situation would 
be, given this reduced amount of aid. This does not mean, of course, 
in the final analysis, that the way you would distribute the aid 
figure of $1,282,000,000 would be in exactly the same proportions as 
the distribution of the $1,819,000,000 in the original authorization 
request. 
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Mr. WicGieswortn. I always thought that the amount of defense 
support aid, or economic aid, was said to be carefully worked out by 
the export and import figures, and a mathematical result reached 
which determined what we must contribute. It seems to me from 
what vou tell me that the reverse is true, and that by one method or 
another you figure the amount that this country should contribute 
and on the streagth of that you work out a tabular statement of 
balance of payments which will conform to that estimate. 

Mr. CLeveLANb. Our original figures were based upon what it 
takes to fulfill the Lisbon plan. What it took to fulfill the Lisbon 
plan in the case of the United Kingdom was just under $600 million 
of outside aid in this form. If they do not get that, they are not 
going to be able to do the amount of expenditure that is commen- 
surate with the Lisbon plan. Given the fact that the conference 
committee had cut this defense support item by nearly 30 percent, 
we were faced with the questions, How will we present the problem 
that comes up, and how will we present a set of figures that are related 
to that aid? so in effect we took the analysis and worked it backward. 

Mr. WiaGLesworru. Just as I said. 

Mr. CLEVELAND. Starting with the aid figure, we asked ourselves, 
how much would their imports have to come down; how much would 
their defense expenditure suffer if the aid is reduced to this extent? 
It is the result of that process of analysis, which has not had the benefit 
of detailed review with each country, that is presented here. 

Mr. WiaeL_eswortu. That does not enhance the value of the 
balance of payments as a yardstick, as far as I am concerned. 

Mr. Cievetann. The balance of payments, Mr. Wigglesworth, is 
a way of expressing a set of economic relationships. 

Mr. Wiaeieswortn. It has always been given us as the basis for 
the figure that we have been asked to provide. 

Mr. Gary. It does not enhance the value of the United Kingdom’s 
contribution to mutual security, either. 

Mr. Cievevanp. If the United Kingdom has less to work with, it 
is going to do less on the defense side, and have less for consumption 
and investment and most other things. 

Mr. Gary. In other words, you have to cut your program according 
to the cloth? 

Mr. CLevELAND. Exactly. 

Yesterday Mr. Wigglesworth asked that we go through the logic of 
the analysis by which we compared the situation with this amount of 
assistance, and the situation if there were no defense support what- 
ever. It was that analysis that resulted in the so-called multiplier 
‘atios that we referred to. I will be glad to do that now if you think 
it will be helpful. 

Mr. Wiee.teswortn. How about leaving the data here and we can 
go into it later after having looked it over? 

Mr. CLevenGcer. Again, the inevitable result of socialism is killing 
private enterprise and incentive to work. Socialism has borne its 
fruit. There is less herring caught and less coal mined and less cheese 
produced in Great Britain, and now that same thing is creeping over 
our own country. It will probably do the same thing if we cannot 
scotch it and throw it back. 

I wonder sometimes how much of an example America has to have 
before it realizes the danger of the course that it has embarked upon, 
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If anyone had ever told me that the British Empire would be brought 
to this in 7 years, I never would have believed it. 

We have discovered something that can kill a nation much quicker 
than the methods that have been used before. | suppose that every 
drop of blood I have in my veins is British, but if anybody had ever 
told me they could have done this thing to England in less than a 
decade I would have thought he was crazy. 

There are bundreds of thousands of acres of land in Great Britain 
that produce when a little energy is put to it. What have you done 
to the British people? 

There are places to raise all the eggs they want and all the garden 
stuff they want and an ocean full of herring to be caught and an island 
of coal that they sit on, and yet sometimes they are cold and out of 
fish. To me it is a result of a course of political action that a country 
has engaged upon and, so help me, every energy of mine is going to be 
directed to the end of keeping that thing from taking over my country. 

I want you to remember that our budget is $7 billion out of balance 
and theirs is just a matter of a few hundred million, so we have nothing 
to brag about, even in a country as strong as this. This country could 
be brought down also. 

Mr. Gary. If there are no further questions, we will stand in recess 
until 2 o’clock this afternoon. 


WEDNESDAY, JUNE 11,1952. 
FRANCE 


Mr. Gary. We will now proceed with the consideration of the 
request for France, and in this connection we will insert pages 54 and 
55 in the record. 

(The matter referred to follows:) 


FRANCE 


Defense program.—The French defense program for fiscal year 1953 involves 
estimated expenditures of about $3.6 billion or 10.1 percent of the country’s esti- 
mated total output, which must rise by about $600 million to about $35.8 billion 
(at fiscal year 1952 prices) if the planned defense expenditures are to be met. 
Total expenditures, and expenditures planned for major matériel and for con- 
struction, are second only to those in the United Kingdom, while expenditures for 
military personnel rank first among all the European NATO countries. One- 
third of the total French defense effort is engaged in the fight against Communist 
aggression in Indochina; almost all the remainder is in fulfillment of the Lisbon 
plan. 

The estimated defense expenditures of $3.6 billion represent a reduction of $290 
million below the earlier program, as a direct result of the cut of $124 million in 
defense support funds. Since the Indochinese war will probably continue to have 
first claim on French military resources, it is to be expected that the main impact 
of the reduction will fall on matériel production and basic military construction 
for the North Atlantic Treaty Organization forces. 

Economic situation.—-On top of severe inflation during most of the postwar period 
France experienced particularly sharp price increases in the late months of 1951, 
under the impact of the actual and prospective strain of its defense burden. Its 
currently adverse trade balance has already necessitated severe import cuts which 
cannot be replaced very soon given the prospects for earnings in the coming year. 
At the present time agricultural production is satisfactory and industrial produc- 
tion is at an all-time high. But the reduction in scheduled imports has required 
a parallel cut in the defense program. 
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During the past year France completely lost its previously favorable position in 
the European Payments Union. The surplus it had accumulated by early 1951 
was replaced by a deficit position in 1952. Adequate gold and dollar assets are not 
available at the present time for meeting import requirements from the dollar area 
or for financing further deficits with the European Payments Union. Hence the 
indicated cut in defense support funds originally requested will necessitate reduced 
imports, and these import cuts, in turn, will force the $290 million reduction in 
defense expenditures. 

Indexes of production 
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Imports De Ack SRE er pets EO a 103 108 | 27 
Exports. ___- takin on eceinsant aiuslgiloe kee i 147 200 | 237 


Employment, unemployment, and hours worked 
Employment: 
Total excluding agriculture (1948= 100): 


January 1952- a . 105 
Year ago rURRE NS _ 103 
Manufacturing only (1948= 100): 
January 1952____ gig! ee frecdasusen ol Ce 
Year ago ee ‘ .-- 105 
Unemployment: Relief recipients (thousands) : 
March 1952__ : aaa ~seabiesy SB 
Year ago pisatr wal ai Sales che see Sis _. 54.0 
Hours worked weekly: 
January 1952 piguss : Big 44.8 


Year ago Su i f ; . 44.8 
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Use of resources 


{Millions of dollars equivalent} 


Gross national product. 
Net foreign balance 
Total availabilities - 
Consumption: 
Amount_- 
Percent of GNP 
Investment (private and Government) 
Amount 
Percent of GNP 
Government use of resources 
Nonmilitary 
Military: 
Amount 
Percent of GNP 


Covernment finances 


{Millions of dollar equivalents] 


Revenue and expenditure, Central Government: 
Total revenue... 
Total expenditures. - 
Tax receipts: 
All levels of Government: 
Total amount 
Percent of GNP 
Central Government: 
Total amount. - 
Percent of GNP 


Gross debt outstanding, Central Government: 
Total amount 


Percent of GNP___- , Bi 2 Me 





United States | United States 
fiscal year 1952 | fiscal year 1953 


(current (fiscal year 
prices) 1952 prices) 





United States | United States 
fiscal year 1952 | fiscal year 1943 


7, O85 7, 555 

8, 987 9, 127 

9, 9638 11,757 

30.7 33. U 

6, 343 7. 809 

19. 6 21.9 

Dec, 21, 1950 Dee. 31, 1951 

12, 123 13.077 

47 40 


Cold and short-term dollar assets! (including overseas territories) 


{Millions of dollars] 
September 1949 
June 1950 
December 1950 
June 1951_- 
December 1951 
March 1952 


! Exclusive of official gold holdings not publicly reported. 


Area and population 


square miles 
thousands 


Area. _- i nae Gide 
Population_. 


Prewar End of 1951 


213, 724 


41, 100 42, 400 
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Gold and dollar transactions, current prices 


eee of sci 





& se 
United States, | United States, 
| fiscal year 1952 | fiscal year 1953 


Imports (f. 0. b.)_-- 675 642.0 
Exports (f. 0. b.)__. 4 280 | 270.0 
United States offshore procurement program 204 68.2 
Other receipts and payments, net —220 | —124.2 
Net balance of payments —411 —428.0 
METHOD OF FINANCING 
Use of reserves é 16 107.0 
Use of pipeline 125 25.0 
United States defense support 270 296.0 


GENERAL STATEMENT 


Mr. Gary. You may proceed, General Olmsted. 

General Otmstrep. The build-up and development of French armed 
forces has not been adequate, either qualitatively or quantitatively, 
to meet current requirements. In addition to her NATO commit- 
ments, there are urgent requirements in Indochina, Korea, and North 
Africa, to say nothing of the internal security and defense of metro- 
politan France and her other colonial commitments. 

The following significant actions, however, were taken during 1951 
toward an improved defense posture: 

(a) Defense expenditures were increased by approximately 44 per- 
cent. Here again, that was largely due to the increment added by 
our own defense support program. 

(6) The effective term of national service was increased from 12 
to 18 months. 

(c) A new program was developed which would provide efficient 
organization, instruction, and training of Air Force Reserve personnel. 

(d) Combat effectiveness of the Navy was increased materially 
by replacing obsolete ships and aircraft with new equipment received 
under the MSA. 

(e) A system of mobilization centers was established to relieve the 
active units of this burden during the early and critical days of 
mobilization. 

(f) 6.700 Army reserve NCO’s were placed in training for reserve 
officer commissions. Many will be offered active duty when commis- 
sioned in an attempt to alleviate the critical shortage of young officers. 

The active strength of the French armed forces located in the NATO 
area increased by 20 percent. 

You have before you the chart showing the development and the 
increase of the French manpower during that period. 

The combat effectiveness of major combat units of the Army and 
Navy is good, although both services as a whole are seriously deficient 
in combat and logistic support units. Likewise, Army effectiveness 
tends to ffuctuate with the training cycle, and the drain on regulars, 
NCO’s, and officers by the war in Indochina is an obstacle almost 
impossible to overcome. 

(Statement off the record. ) 

General Otmstep. The national service period of 18 months meets 
the minimum standard established by NATO. 
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The training system is involved, but on the whole produces a good 
fighter. The complete training of Army conscripts in active units 
has the effect of periodically reducing seriously the effectiveness of 
some units. 

Except for pilots, schools are meeting the quantitative require- 
ments of the services, but there is room for qualitative improvement 
in almost all fields. Again, the main problem is money for training 
aids, improved facilities, and modernization of installations. 

From the standpoint of the will to fight and fight well, the morale 
of the armed forces is good and is improving as the training and equip- 
ment status improves. In some respects morale suffers, however, 
from lack of money for adequate pay and housing, for training and 
equipment, and for maneuvers. 

The Communist element in the active officer corps is estimated to 
amount to not more than 2 percent, with none known amongst the 
general officers. There was supposed to be some Communist intluence 
among the reserve officers, large numbers having belonged to Com- 
munist-organized veterans’ groups. But in the reserve units that have 
been called for active training the results have not been apparent. 


OFFSHORE PROCUREMENT 


Mr. Gary. I notice from the tables that have been inserted in the 
record that the offshore procurement program is for 1953 estimated 
at $68.2 million as compared with $204 million in 1952. That is a 
very substantial drop in the figures, whereas I think the tendency in 
other countries has been upward. What is the reason for that? 

General Otmsrep. As the result of an agreement made between 
our people and the French at Lisbon some contracts which were in 
the process of finalization by the French Government with their sup- 
pliers were taken over by us, and negotiations were made to finance 
those contracts from the Export-Import Bank, resulting in a much 
more rapid flow of dollars to France than would normally result from 
contracts where the payment is only made upon the completion of 
delivery of the end item. That is why your 1952 figures are high. 

Now, in 1953, the actual flow of dollars to France will be tied to the 
rate of delivery from the production lines of the end items. There will 
be, undoubtedly, a far larger amount of contracts let for French 
suppliers, but in the first year of a contract, where you are producing 
even a relatively simple item like ammunition, you do not actually 
lay the money on the line for a very high percentage of it. That is the 
reason for the difference, although the volume of offshore procurement 
effected, contracts let in France, will be substantially higher in 1953 
than in 1952. 

MOROCCAN CONTROVERSY 


Mr. Gary. What is the situation now with respect to the Moroccan 
controversy? 

Mr. Woop. With regard to the Hickenlooper amendment of last 
year, or the bases being built there? 

Mr. Gary. | am thinking about the Rhodes controversy. 

Mr. Woop. As you perhaps know, the matter was put into the 
World Court by the French. A decision by the Court is expected 
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sometime later this year. Pending that decision, the whole question 
is in abeyance. 

Mr. Gary. It:has been in the Court now over a year. My recol- 
lection is they told us that it was either in the World Court, or on the 
way to the World Court, last year. 

Mr. Woop. I think it started in December. 

Mr. Marrin. It was started in about November 1950 and the 
written case was completed in March of this year. The oral argu- 
ments are now scheduled to be heard later this month or early July. 
Mr. Fisher of the State Department will present the United States 
“ase. 

Mr. Gary. We discussed the World Court proceedings last year. 

It is now in the World Court? 

Mr. Woop. The French had already announced that they were 
going to lay the case before the World Court, and it was then held in 
abeyance. 

You may be interested to know the State Department has in fact 
worked very closely on a basis of full cooperation and consultation 
with counsel for some of the major and reputable private firms doing 
business in Morocco. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Woop. It is expected that at some time later this vear the point 
will be carefully considered. Some aspects of this question are very 
complicated, and it is hoped that careful study will shed some further 
light on what is the right thing to do. 

Mr. Gary. You may proceed, General Olmsted. 

General Otmsrep. Concluding the general remarks about the 
French, Mr. Chairman, I would like to say historically the French have 
been good fighters; the French forces that fought with the United 
States in World War II proved themselves to be exceptionally com- 
petent. The French unit in Korea is doing very well indeed, and we 
have great confidence in the quality of the French units as they 
receive their equipment and their training now. 

The comments that I have made, that might be regarded as a little 
less than enthusiastic, I make only to emphasize the fact that France 
does have two major problems; one, the continuing war in Indochina, 
which is a very serious drain upon her, and the other is her budgetary 
problem, which I am sure Mr. Cleveland will enlarge upon. 

We are looking to France for a rather sizable force increase next 
vear and are hopeful that it will be achieved. 


CONSCRIPTION PROGRAM 


Mr. Wige_eswortn. When did the increase from 12 > months’ 
service to 18 months go into effect. 

General Oumstep. My understanding is, Mr. Wigglesworth, it is 
in effect now. 

Mr. Wieeieswortn. | thought that vou gave it as one of the things 
that had happened during the past vear. 

General Oumsrep. Since 1951, | think. 

Mr. Wiaeieswortn. The reason i ask is that I think it was in 
effect when I was over there briefly just about a vear ago. [| remember 
talking with a high-ranking French officer who expressed the opinion 
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very forcefully that it was essential that that period go to 24 months 
if the necessary number of men were to be trained in the time esti- 
mated to be available. Do you have any comment on that? 

General Oumstep. If the limiting factor continued to be their 
budget capabilities, there is distinct advantage in the more rapid turn- 
over because you wind up with a larger backlog of trained personnel. 
If the budgetary limitation did not exist, then the 24-month service 
would be preferable because you would get more seasoned and finished 
troops in that way, but so long as the budgetary limitation is the 
controlling factor here I think it is to our common interest to have, 
not the 12 months’ time, because that is too short, but the 18 months’ 
time as a reasonable compromise to meet the problem. 

Mr. WicGLeswortH. Can the NATO force estimated to be neces- 
sary as of readiness day be achieved under the 18 months’ program? 

General O_Mstep. Speaking qualitatively about the competence 
of the troops, are you? 

Mr. WieGLeswortu. | am speaking quantitatively. 

General Otmstrep. Well, the period of service would not necessarily 
limit the number of‘men under arms. That is not the limiting factor 
so far as the NATO countries are concerned. 

In our judgment, 18 months properly devoted to a good training 
program, would not limit or reduce the quality of the forces. So I 
think the answer to your question is, yes, the 18 months’ period has 
been agreed to by NATO and the Standing Group as their minimum 
standard, and they regard that as satisfactory. 

Mr. Wiaeiesworru. Is the over-all figure for military purposes 
for France that appears in the off-the-record chart larger or — 
than the item available for this purpose in the current fiscal yet 

General O_tmsrep. It is smaller, sir, by about one-third. 

(Discussion off the record.) 

Mr. WicGLesworrn. You have a rather substantial figure under 
France for training. What does that represent? 

(Discussion off the record.) 

Mr. Gary. France is getting more than twice as much as any other 
country under this program. 

General Oumstrep. That is right. 

Mr. Wiege_eswortn. And what you have given us is supposed to 
add up to the total figure that we have here. 

General Otmstep. Yes. 

Mr. WicgaLeswortu. The revised figure or the figure before us 
here? 

General Otmstrep. The figure shown on the sheet here, which is 
the unrevised figure. All of our figures are subject to revision of which 
I spoke vesterday. 

AVIATION TRAINING 


Mr. WiaGiteswortu. Why is the aviation training so very expensive 
compared to other training? It runs something over $12,000 per 
trainee. 

Colonel Kier. It costs about $50,300 to train a pilot, and the 
great portion of our program is pilot training . A large portion of the 
dollar cost is the pilot training program. These countries are them- 
selves training many pilots, and again we are making up only the de- 
ficiencines in pilot training. We are providing training equipment so 
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that they can undertake their own training, but before they get their 
schools established and well under way, we have found its necessary to 
train a number of their pilots over here. Originally we tried to confine 
that to the instructor type personnel, but we found, in the time we had 
available, we would have to do more than that. Accordingly, we have 
undertaken training some cockpit pilots as well as instructor pilots. 

Mr. Wiaeieswortnu. In other words, the figure given here is for 
partial training only of trainees? 

Colonel Kuern. No, sir. It is complete training. 

Mr. WiaaieswortH. Yes, but I judged from what you said that 
the training was not complete... 

Colonel Kiem. We have flight training, and we have a lot of tech- 
nical training as well, Mr. Wigglesworth. We have aircraft and aero- 
nautical equipment maintenance training, armament training, elec- 
tronics, communications and weather training, supply and administra- 
tion service training, and staff training. We also have money in the 
program for technical representatives to go abroad and aid in the in- 
struction of the use of the equipment we furnish. We have training 
teams to go there on temporary duty for 6 months at a time in the 
training program. 

Mr. WiaGieswortH. The general said, as I understood it, that we 
were contemplating training a certain number of French personnel in 
this country at a cost of millions of dollars. 

General Oumstep. I did not give you a breakdown of this. Colonel 
Klein can give it to you. 

Mr. WiacieswortH. That is roughly between $12,000 and $13,000 
per trainee. 

Colonel Kiem. Mr. Wigglesworth, I do not have the cost of each 
one of the different types of training programs that is undertaken, 
that is, the tuition cost for each individual. I can get that for you 
if you want. 

(Statement off the record.) 

Mr. Wiceiesworth. I was talking about the training here. 

Colonel Kier. We have all of those types. 

Mr. WiaGLteswortH. With this amount it is roughly, $13,000 as 
an average per trainee. 

Colonel Kuiern. That would not average out in the manner you 
have indicated. The average does not express anything in reality 
because pilot training is so much more expensive than the other 
types of training. Also the number represents training spaces and 
not individual trainees. 

Mr. Wicciesworts. That was my original question. Why should 
it run $13,000 for the Air Force training when it runs only a couple 
of thousand in other respects? 

Colonel Kiern. The reason for that is that the largest cost for one 
student, by far is for flight training. To take a pilot from the begin- 
ning through combat crew training, sir, costs in the Kabsbothool of 
$50,300 per pilot. 

Mr. WiccLteswortn. Yes, but this training does not contemplate 
doing that, does it? 

Colonel Kuxrn. Yes, sir, we are training pilots right from the very 
start. He does have 25 hours of flying time before he comes over 
here. He must be able to speak the English language, not fluently, 
but well enough to understand instructions. He must be able to 
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read English. We take him through the primary, basic, and advanced 
course and the combat crew training course as well. 

Mr. WiaGieswortu. Because France has not the facilities for that? 

Colonel Kiem. They do not have the — at present. We 
are providing them with training-type aircraft, so, eventually, when 
they get their schools operating, they will be Pg to meet pilot attri- 
tion. After we once build them up to the pilot strength required for 
the aircraft on hand in 1954. In the meantime, we are training 
some of their pilots to help them out. 

Mr. WiaGLesworth. I guess that is all, Mr. Chairman. 

Colonel Kie1n. There is one more thing before we get off of that 
subject, Mr. Wigglesworth. The big cost, of course, in training a 
pilot is the cost of the operation of the aircraft, that is, the fueling and 
maintenance. This is prorated among the number of students the 
schools have in training, be they for MDAP, or USAF. 

Mr. Wiacieswortn. Off the record. 

(Discussion off the record.) 


AIR MATERIEL PROGRAM 


Colonel Kirin. If I may be permitted to go on J will give you a 
general idea of what we have in the matériel program for air, if that is 
agreeable with the chairman, 

Mr. Gary. Yes. 

Colonel Kier. Of course, in France the whole objective and our 
program is different, in application, from the type of program we have 
for the United Kingdom. Whereas in the United Kingdom we more 
or less fill in the gaps in their own program, providing equipment as a 
matter of expediency or as a matter of over-all economy, in France we 
are actually not only converting units to modern equipment, but 
actually providing new equipment for newly activated units. 

If vou will remember, last year when I testified before the committee, 
I told you that due to the long-lead time required on the equipment we 
were providing in our overseas MDAP, not much had been delivered 
to the NATO countries at that time. As a consequence it was very 
difficult to sense the temper of their air forces because they had not 
yet started to receive the equipment. 

I also said that when the equipment did start to arrive, there would 
be a revitalization and a considerable increase in the morale and 
effectiveness of their forces. 

I have just recently returned from a trip visiting the NATO 
countries, and I have indeed found that a fact. In other words my 
prediction was valid. The equipment is now starting to arrive. I 
must say that these countries are somewhat overawed at the receipt 
of this equipment. They have been expecting it for so long, and had 
previously received it in such little driblets in the air forces that they 
are now a little surprised to see it coming in quantity. As a conse- 
quence, they are getting a little excited. They realize that the stuff is 
there, and ‘they are beginning to search their souls, saying are we 
ready to receive it and operate it effectively? 

We know from our own observation that the French are going to 
have considerable growing pains in getting their air force operational 
and in maintaining it, and in making certain that everything they 
receive is used properly. I must say, in passing, however, that the 
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French, as well as the other countries, are cognizant of the problem. 
They see what is staring them in the face. 

It is nominally their responsibility to receive this equipment, to 
maintain it and to operate it effectively. We realize in the USAF 
that it is our responsibility as well—that we have the responsibility 
of seeing to it that they understand what their problem is and that 
we help them in every possible way we can. 

France, in the past, has had an air force that was at least partially 
effective. In the last war they were not very effective at first, and 
were subdued before they had a chance to really flex their muscles. 
Those that did escape to north Africa, the units that were formed in 
north Africa, fought well with American equipment. There is no 
question that the French can have excellent combat pilots. They 
are excellent fliers, and I do not think anyone will question that. 

The following will have to be off the record. 

(Discussion off the record.) 

Mr. Gary. Off the record. 

(Discussion off the record.) 


SPARE AIRCRAFT ENGINES 


Mr. Gary. Do you mean, Colonel, that for every plane vou provide 
vou send over 2's engines? 

Colonel Kirin. There is at least one extra engine for each plane, 
because when it came time for an engine overhaul you would have to 
have another engine to install while waiting for the original engine to 
be returned from overhaul. 

Mr. Gary. But if you had a central overhauling station, could 
you not reduce the number of spares? It looks to me like you could 
get along with a lot less than two engines for each plane. 

Colonel Kunin. Mr. Gary, the number of spare engines supplied is 
based on experience factors. I do not know what the factor for it is, 
but it is based on experience data developed by our technical per- 
sonnel at Air Matériel Command. 

Mr. Gary. Does that hold true as to planes in our own Air Force? 

Colonel Kirin. Yes, sir, it does. 

Mr. Gary. Do the other countries do that? 

Colonel Kiern. What do you mean by the other countries; do you 
mean their indigenous production? 

Mr. Gary. Yes. 

Colonel Kier. Yes, they have to; you have to have spare engines 
for all your aircraft. 

Mr. Gary. I can understand that you have to have spare engines, 
but I cannot understand why you have to have two for each airplane. 

I have had some experience with the motortruck industry, and 
they have spare engines and the engines are interchangeable for each 
model truck but I do not think they keep an extra spare engine for 
ach truck. They have a certain number of spares that they can 
rotate among their fleet. 

Colonel Kier. Well, I do not know what the level is exactly, but 
whatever it is, it is what experience has dictated to be the proper 
number. I can look into that and provide something for the record 
to clarify that. 
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POLICY ON AIRCRAFT SPARES 


Mr. Gary. I wish you would state what the policy is on that. 

Colonel Kien. Yes, sir. 

Mr. Gary. What the policy is in our own Air Force, and the policy 
in this program. 

Colonel KLEIN. Yes, sir. 

(The matter referred to follows:) 

The percentage breakdown of the initial spares cost for one F-S4F is as 

follows: 


Percent of 
total cost 


| spare engine per aircraft 31.2 
Engine spare parts anita 34 percent of installed engine and spare 
engine) ‘ goer eee atte Balas eo 21.0 
1 spare rocket assist motor pe r aircraft 5. 1 
Spares for installed rocket motor and spare motor (150 pe recent of installed 
plus spare motor) os lig teal POD 
Airframe spares (29 percent airframe cost) : 20. 0 
Spare drop tanks (external fuel) _ 2.0 
Spares for other GFP (Government furnished property) items 5.7 
Total_ _- . : : 100. 0 


MDAP spare engines are provided on an average of one spare engine for each 
engine installed. This can vary, however, from 0.8 to 1.5 spare engines depending 
on the type and model of engine considered, its useful life between overhauls, its 
over-all useful life, the amount of operational experience obtained in maintaining 
the particular type, the expected maintenance capability of the using unit, the 
length of pipeline to overhaul facilities, ete. A using unit, close to an overhaul 
facility, could get along with fewer spare engines than a unit far removed from 
such facilitv. The USAF provides about 0.7 spare engines per aircraft of this 
type; this is calculated on the basis of a 4!4-months pipeline for overhaul. Due 
to many factors such as slower transportation, slower work in overhauling, slower 
contract arrangements, dispersed facilities, ete., the average overhaul pipeline 
for MDAP aircraft is calculated at from 6 to 74% months. Another factor to be 
considered is the quality of preventive maintenance expected of foreign units. 
It. is certain to be of lower quality, at least until considerable experience is obtained 
in such maintenance. This, of course, adds to the requirement for engines if we 
are to be reasonably sure of having engines available when they are needed to 
keep all aircraft operational. 

Mr. CLevenGer. Is the jet engine comparable to the conventional 
engine in regard to the requirement for spares? Do you require 
about the same number of spares for jet aircraft as you do for con- 
ventional aircraft? 

Colonel Kier. For the jets? 

Mr. CLevENGER. Yes. 

Colonel Kier. The same philosophy would govern both, but I am 
not certain whether there is a requirement for more jet-engine spares 
than there would be for conventional engines. It involves a pipeline 
in getting engines back to the overhaul center where the engine has 
to be disassembled. 


SUPPLYING PLANES FOR THIS PROGRAM AND FOR KOREA 


Mr. Gary. To what extent does the supplying of the planes under 
this program interfere with supplying our own Air Force in Korea? 

Colonel Kum. Not at all, Mr. Gary. Aircraft that we are pro- 
viding are not the types of aircraft that they need in Korea at the 
present time. 
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Mr. Gary. What is the difference in them? 

(Off the record discussion. ) 

Colonel Kierxn. Anything we provide in the MDAP program 
actually helps the Air Force, since it gives an increased industrial 
base, and will enable the Air Force to manufacture aircraft much 
sooner for the Air Force when we need them. 

Mr. Gary. And it does not interfere with the immediate supplying 
of the planes that are necessary in Korea? 

Colonel Kier. No, sir, in fact, the very fact that we have had the 
MDAP programs has increased our capability to provide aircraft to 
the Air Force. The thing that is holding up the United States Air 
Force is the availability of funds in its own program. It is not a fact 
that MDAP has taken away from reserves that would otherwise be 
available for the Air Force. 

Mr. Gary. Does Korea have priority over all other places? 

Colonel Kirin. Yes, sir, it does. 

Mr. Gary. It has first priority? 


LOGISTIC SUPPORT 


Colonel Kien. Yes, sir. 

Another interesting observation on that point is that it is very 
difficult to logistically support new aircraft in a theater if you suddenly 
decide you want to put them there. 

For instance, when we determined that we had to have a new type 
aircraft in Korea, it was not just a question of putting them over 
there, and expecting them to be immediately operational. There was 
a tremendous amount of support all along the line which has to be 
arranged concurrently or ahead of time in order to keep them going. 
You have to provide overhaul facilities, depot facilities, and so forth, 
which has to be programed away ahead of time if you are to utilize a 
different type of aircraft in an operational field. Those are some of the 
problems that initially these NATO countries will have with our jet 
aircraft. We know that they will have trouble at first. 

Mr. Gary. Are these two types of planes that you refer to, the one 
in Korea, and the one we are using for NATO manufactured by differ- 
ent companies? 

Colonel Kier. Yes, sir. They need more of a different type in 
Korea. These planes in our program are fighter bombers, and they 
use them for ground support mostly. They have intercepters in 
Korea which they are now using as fighter bombers as well, a dual- 
purpose project. 

Mr. Wiee_eswortH. Under item 5 you have initial spares, and 
you have other spares, I suppose, for aircraft on hand. 

Colonel Kuern. Yes, sir. 

Mr. WiaciesworrH. An amount which is half again as much as 
for the initial spares. 

Colonel Kie1n. The initial spares are spares that go with the air- 
craft in this program. The spares for the aircraft on hand are for 
aircraft that we have provided under previous programs. 

Mr. WicG.LeswortsH. Could they not be used for either, if necessary? 

Colonel Kier. Yes, sir; but these are based on the rate of expendi- 
ture of spares. 
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Mr. WiaGieswortn. | understand. 

Colonel Kix1n. They can be used interchangeably. 

Mr. WiaeLteswortH. Why do the spares for planes on hand appear 
in here in terms of dollars and cents if they were provided in respect 
to aircraft previously delivered? Is it picking them up in the second 

ear? 

Colonel Kirry. Yes; picking them up next year in support of the 
aircraft we provided in the 1951 and 1952 programs. 

Mr. WiaGcieswortH. You pick that figure up automatically regard- 
less of whether you have had good or bad luck with them? 

Colonel Kier. No; based on the anticipated operational use of the 
airplanes. 

Mr. WieGLeswortH. But it is picked up on the basis of a formula 
rather than on actual experience? 

Colonel Krein. At present, yes. As soon as we get experience 
factors on the aircraft flying hours we will be able to get much more 
accurate figures than those we are now using. This is an estimate. 
We based it on USAF operational experience, adjusted to what we 
think the operational experience will be after the aircraft are delivered. 

Mr. WiaeLteswortu. Off the record. 

(Discussion off the record.) 


OTHER SPARE PARTS 


Mr. Gary. Do you use spares for these radio sets? 

Colonel Kunin. Yes, sir. They have to have operational spares, 
just like any other piece of equipment. 

Mr. Gary. You carry spares for practically all the equipment you 
have? 

Colonel Kirin. Yes, sir. Every capital item of equipment does 
require spares support. The more complicated it is the more it costs 
to support the item of equipment—radar equipment, tubes, condensers, 
electron traps, and all those things which wear out for some reason or 
other, like your own radio at home or your own television set. 

Mr. Gary. Yes; but when you do that, all you do is put in a new 
tube, but you carry complete spares. 

Colonel Kuern. This is the range of spares that operational ex- 
perience has indicated is required. 

General Oumstep. It is spare parts, not the total item. 

Colonel Kier. It is not a duplication; it is a replacement item 
for one that wears out. 

Mr. WiceLeswortnH. The general said something, if I understood 
him correctly, about a revised table of organization in terms of trans- 
portation. I notice in here you have three items for a substantial 
number of trucks of one kind and another, and two-thirds of them have 
a unit cost, which apparently runs around $8,000 apiece. 

Colonel Kuery. Yes, sir. 

Mr. Wiae.teswortH. Why do we supply so much of this kind of 
equipment and such expensive equipment? Is not France in a posi- 
tion to provide itself with that type of equipment? 

Colonel Kiery. Yes; it is, and just like in the United Kingdom they 
could provide that type of equipment. However, if they provided 
that type of equipment with a limited defense budget, they would have 
a deficiency in something else. 
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GENERAL PURPOSE VEHICLES 


It certainly is a fact that vehicle transportation, particularly of the 
cargo-carrying type, is absolutely essential for even the peacetime 
operation of the Air Force. Supplies, rations, reparable equipment, 
spare parts, and so forth, have to be transported from the supply 
depots to the various fields where the operational units are based. It 
requires a terrific amount of transportation to get that done. 

In wartime, true, you can commandeer vehicles, but in peacetime 
you cannot do that. 

Mr. Wiae_eswortH. Do you know how many trucks are included 
per regiment or per division or per man under the tables of organiza- 
tion we are working under for the forces overseas? 

Colonel Kieinx. No, sir; I do not know that. You mean the ratio 
of what we consider to be the proper number of vehicles for a par- 
ticular unit? 

Mr. WicGLeswortnu. Yes. 

Colonel Kier. I do not have that information available to me. 

I can probably get it from Air Matériel Command. 

Mr. WiaeLeswortu. Well, if you could give us some figure of that 
kind, I would be interested. I know it is terrifically high in terms of 
manpower in our own forces to one who is not an expert, and I would 
be interested to see what we are working toward in terms of our 
European allies. 

Colonel Kier. All right, sir. I will get that information for the 
record. 

(The matter referred to follows:) 

The requirement for general-purpose vehicles in the NATO Air Force units 
varies country by country, depending upon the terrain, the effectiveness of the 
over-all transportation network, the size and nature of the Air Force supply 
organization, the amount of airlift available, etc. In developing modified 
T/O&E’s for the NATO Air Force units it was immediately apparent that little 
if any reduction in vehicular items could be made, and in general the requirements 
are equal to those of similar type USAF units. This is because the supply system 
in the USAF has become well established and so organized as to place less emphasis 
on vehicular distribution of supplies. Distribution by airlift, and by an extremely 
efficient rail system in the United States gives the USAF an advantage over most 
of the European countries since they do not have their supply systems as effec- 
tively organized and established. By the time they have obtained a few years’ 
experience in large-volume supply distribution it is expected that they too will 
have to place much less reliance on vehicular transportation. In the interim there 
is a very definite and critical need for general-purpose vehicles. The NATO 
requirement for various types of general-purpose vehicles for the type units listed 
are approximately as follows, and are generally equal to the requirements for 
comparable USAF units: 


Tactical 


on : Fighter : mn ‘ 
ype vehicles — reconnais- Troop carrier 
sance wing 
Truck, 242-ton, 6 x 6, cargo 42 Same Same. 
Truck, %4-ton, 4 x 4, cargo or Weapons Carrier : ; 33 do , Do. 
Truck, 14-ton, 4 x 4, utility ; 37 do... Do, 


Although the requirements stated above are considered valid, we will provide 
the deficiencies in these items in an amount not to exceed 75 percent of the re- 
quirements, leaving the balance to be provided by the recipient countries by 
adjusting their military budgets as they deem appropriate 
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MATERIALS PROVIDED MUTUALLY WITHIN NATO 


Mr. WiaGLeswortn. Is there any other nation—for instance, is 
Italy providing any of this equipment to France, or are we providing 
the whole deficiency? 

Colonel Krein. [ do not have any way of knowing how much is 
provided mutually between the countries. I do know that these 
items are indicated as deficiencies and that they are not capable of 
being provided in the country itself, and are not within the capability 
of mutual support between the countries over there. 

Mr. WiGGLeswortH. You mean this deficiency is supposed to 
represent not only something that France is not in a position to pro- 
duce but that no other member of NATO is in a position to produce? 

Colonel Kier. They have fiscal limitations they have to work 
under—their defense budget. That is correct. 

Mr. WiaGLesworrn. It would seem that Italy, with its capacity 
in this field and its surplus of manpower, might well shoulder a large 
share of this type of work as we go along. 

Colonel Kier. I agree with that 100 percent. The manner in 
which these deficiency lists are developed and screened takes into 
account all such factors. They have provided for themselves all they 
can. As General Olmsted said, France is the biggest problem right 
now budgetarily, due to the heavy drain on their national economy 
imposed by the war in Indochina. That accounts for a great deal of 
the items in this program which normally they could provide for 
themselves. 

Mr. WiagGLeswortH. You think this committee can assume that 
no other European power in NATO is in a position to provide this 
equipment or it would not be on this sheet? 

Colonel Kier. Yes, sir. 

Mr. WiecLesworrn. Is that your understanding, General? 

General O_msrep. Yes, sir. These figures are the result not only 
of a screening operation by the country MAG but also by the regional 
JAMAG organization. 

Mr. WieGieswortu. Anything that can be made within the 
NATO area overseas promptly would be made there and not here? 

Colonel Kier. That is right, sir; within their over-all defense 
budgets. 

Mr. Ctevencer. I would assume that in the spares of these *-ton 
trucks you are using the jeep again. Are they the *-ton trucks? 

Colonel Kier. Jeeps are quarter-ton trucks, sir. 

Mr. Ctevencer. The matter of spares and parts is simplified by 
using standardized equipment, too; is it not? 

Colonel Kiem. That is very true. 

Mr. Cievencer. And it applies to all the other spares you have. 
Of course, tires, I suppose, could be produced in Europe if the tire 
manufacturers would make standard tires. 

Colonel Kier. That is correct. There are NATO agencies that 
recommend what standardization should be accomplished, what 
should be supplied as a standard item, and where it should be pro- 
duced. 

Mr. CLevenGer. Is it really necessary that this number of heavy 
trucks should be placed in those armies overseas—an $8,000 weapon 
in vour opinion? 
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Colonel Kier. In my opinion; yes, sir. 

Mr. CLEVENGER. Would it not be better to have a lighter truck to 
carry cargo? 

Colonel Kier. It takes many different types, actually. You 
cannot get by with one type. There is no use steaming around in a 
2%,-ton truck if you just have a 4-ton job to do. 

Mr. CLEVENGER. That is what I am getting at. 

Colonel Kiern. There would be no point in trying to do a 24-ton 
truck job with three %-ton trucks. 

Mr. CLEvENGER. That is where the heavy numbers are—on the 
¥%-ton trucks and the 2-ton trucks. 

Colonel Kiery. Those are for hauling ammunition, bombs, heavy 
equipment, and other bulky supplies all over the country. It takes 
a great deal of motor transport to operate any kiad of a military 
establishment of the size contemplated for the French Air Force. 
There is no question about it. 


TRANSPORTATION OF EQUIPMENT 


Mr. CLevenGcer. This item here probably includes freight as well 
as the trucks, does it not—or is that the procurement cost without 
freight? 

Colonel Kien. The cost of transportation, you mean? 

Mr. CLevenGcer. Yes; the cost of transportation. 

Colonel Kie1ix. No. The transportation will be separate, and the 
transportation costs are charged against the fiscal year the trans- 
portation actually takes place. 

Mr. CLEVENGER. So these really are the costs of the trucks? 

Colonel Kier. Yes, sir. 

General Otmstep. May I point out that on this sheet here there 
is a column ““PHCT’’—that is packing, handling, crating, and trans- 
portation—in which the title 1 figure for next vear was established 
at $519 million. That is for the movement of items actually deliv- 
ered. We do not break that down between services nor do we break 
it down between countries. That is our best estimate of what it will 
cost us during 1953 to actually move equipment to the ultimate 
consignee. 

FUEL SUPPLY 


Mr. Ctevencer. Where do we find the fuel supply pipeline item, 
or are you calculating to transport that by truck? 

General Otmstrep. We do not program for that. All we program 
for is the cost of packing an item, moving it from the manufacturer 
or depot to the port here, including ocean transportation. We lay 
it down at the port on the other side, and from that point on it is their 
job. 

Mr. CLevencer. The reason I asked is, IT happened to be over 
there when they were junking that temporary line we laid to pipe it 
from the Mediterranean. They seemed to be in an awful hurry to 
get that junked for some reason or other. At the same time, they 
were trymg to mechanize their agriculture, but they were busy 
junking the pipeline. It was torn out in nothing flat. 

General Otmstep. We do not provide gasoline. 
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Mr. Woop. To the extent such supplies are necessary and cannot 
be provided by the resources of the country itself, that is where 
defense support functions. 

Mr. Cievencer. Italy has no petroleum; it has no supply of 
lubricating and fuel oil. 

Mr. Woop. As a necessary defense commodity, that will come 
from defense support and not from the military end-item program. 

General Otmsrep. If there is nothing further of Colonel Klein, I 
would like to call Commander Danforth. ' 


NAVY PROGRAM 


Commander Danrortu. The program for France deals almost 
entirely with ships and aircraft, inasmuch as the previous programs 
have pretty well taken care of such things as the miscellaneous equip- 
ment required to modernize the existing vessels in the French Navy. 

I will now pass out the Navy fiscal year 1953 programs. 

Mr. Gary. What type vessels are you furnishing them? 

Commander Danrortu. The most important one is the destroyer- 
escort. It is an antisubmarine type. The next in importance or 
size is a mine sweeper. One other type of ship is the net tender, which 
will be required to maintain and handle harbor defense nets. 

(Discussion off the record.) 

Mr. Gary. Your spare parts would seem to me to be very much in 
line with what one would expect, but it looks to me like the figures 
of spare parts for the Air Force are entirely out of line. 

General Otmsrrep. We will get you a study on that, sir. 

(Discussion off the record.) 


SOURCE OF SHIPS NEEDED 


Mr. Wiaetesworrnu. Are these ships in being, or do they have to 
be constructed? 

Commander Danrortnu. No, sir; they are not in being; they are to 
be constructed. 

Mr. Wiae.eswortu. Do most of these ships you have in mind 
delivering under this program have to be constructed, or are there 
ships of the character you desire already in being which can be trans- 
ferred? 

Commander Danrorru. We have made a study of the destroyer 
escorts which shows the various ways in which a ship can be supplied. 
Some we might be able to purchase, built in France or some other 
country; or they may be supplied as excess from the United States 
Fleet reserve stocks. Some of these could be supplied at replacement 
value. For instance, if we take a ship from our own fleet, we replace 
it at the cost of constructing a new one for our fleet. Or there may 
be a partial replacement depending on the original acquisition cost, 
which, for a vessel constructed 10 years ago would be considerably 
less than present construction costs. ° 
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TRANSFER OF NAVY RESERVE FLEET SHIPS 


Mr. WiGGLeswortH. You mean vou might take them out of our 
Reserve Fleet? 

Commander Danrorru. That is one possibility; ves, sir. 

Mr. WicGiteswortH. What is the financial situation in that event? 

Commander Danrorru. In that case it would come from excess 
lindicating]. It would be a lower charge to this appropriation 
because we could charge the vessel value against the excess. You 
have to have approval of the Congress before vou can do that. 

We have to have, first of all, a statement from the Chief of Naval 
Operations that the ship is excess to United States needs and will not 
be required as a part of our war reserve. On the receipt of that 
statement, we then submit the proposal for transfer for legislative 
approval by Congress. 

Mr. WiaGieswortH. Does it require legislation? 

Commander DanrorrH. Yes, sir. 

Mr. WicGieswortn. Can you not do it under the $200 million 
excess equipment paragraph in the bill? 

Commander Danrorru. There still has to be legislation before 
we can transfer ships. The value of the vessel would be provided for 
by the excess paragraph, but vou still.have to have permission from 
the Congress to actually effect the transfer. 

Mr. WiaGiesworrn. For any ship in our Naval Reserve Fleet? 

Commander Danrorru. Destroyer escorts and larger. 

Mr. WiacLeswortH. Below that you do not need the legislation? 

Commander Danrortu. No, sir. 

Mr. Wiegieswortn. That is because there is a specific statutory 
limitation in effect now? 

Commander Danrortu. Yes; Public Law 3, Eighty-second Con- 
gress. : 

Mr. WiagaueswortuH. Would that apply to the mine sweepers? 

Commander Danrorru. No, sir; but there are no spare mine 
sweepers. 

Mr. Wiacieswortu. We are short of those? 

Commander Danrortu. We are extremely short. 

Mr. Gary. Off the record. 

(Discussion off the record.) 


INTERFERENCE WITH KOREAN WAR NEEDS 


Mr. Gary. Will the furnishing of the programed ships and aircraft 
to France by the Navy interfere with our war effort in Korea? 

Commander Danrortu. No, sir; not at all. We have plenty of 
ships out there now. 

Mr. WiceteswortH. How about aircraft? 

Commander Danrortu. Korean operations require different types. 

Mr. Gary. Does that apply to all these country programs? 

Commander DanrortH. Yes, sir. 

Mr. Gary. So, to carry out this program as it is planned would not 
interfere with our war effort in Korea at all? 

Commander Danrortu. No, sir. 
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Mr. WicGLeswortn. As a matter of fact, items in this program 
could be shifted to Korea, could they not, because Korea has the 
No. 1 priority? 

General Otmstep. That is right, sir. 

Commander Danrorru. I would like to make an answer off the 
record. 

(Discussion off the record.) 

General Otmstrep. Colonel Corbett has the French program for 
the Army. 

ARMY MATERIEL PROGRAM 


Colonel Corserr. Mr. Chairman and gentlemen, I would like to 
hand you a copy of the Army matériel program for France. 

This program is designed to fulfill three requirements: First, to 
maintain the equipment that is on hand and on previous programs for 
France; second, to fulfill the deficiencies that still exist in the divisions 
that are ready and to provide the essential initial equipment for the 
divisions that are to come into being during the year 1953, and the 
third is to give the minimum essential equipment for the support 
units that are to be brought into being in 1953. 

Mr. Gary. What are vou going to do with all these trucks? 

Colonel Corserr. Off the record. 

(Discussion off the record.) 

Mr. Gary. One thing that we are insisting is that various countries 
develop a program to manufacture spare parts. 

Colonel Corpetrr. Yes; and the ammunition. There has been a 
great deal of emphasis on that. We have had a number of people 
over there. General Olmsted, I know, is very cognizant of the entire 
problem that we are up against. 

Mr. Gary. When we were in France last year, we were told that it is 
realized those countries could not make any real progress toward 
manufacturing heavy equipment in the next few years, but it was 
thought they could do a great deal toward manufacturing parts, and 
they were concentrating on the effort to increase the manufacture of 
parts. 

Colonel Corsperr. Yes; that is correct, sir. 

General Outmsrep. May | make one summary comment here? 

The programs which have been presented to you for the Air Force, 
the Navy, and the Army for France were the programs designed to 
conform to the original amount of money requested. I would like to 
say again the reductions that are to be applied have not yet been 
spread by country or by service, but it will result in a portion of these 
items being deleted from each and all of the programs which we present 
to you. 

That deletion must come in a balanced form so the appropriate 
amount of spares are taken off and the end items taken off and the 
appropriate amount of other units of equipment taken off right across 
the line. 

The original program was designed to supply the French forces in 
being and to be phased in during the calendar year 1953, and to the 
extent we are unable to complete that program some of those units 
will be less effective than they otherwise would be. 

Mr. Gary. Mr. Cleveland, we will hear from you now on the eco- 
nomic phase of the program. 
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DEFENSE SUPPORT PROGRAM 


Mr. Cievetanp. I might begin by referring to the amount and 
character of the French defense expenditure which is limited, as has 
been said previously this afternoon, by financial and economic con- 
siderations. 

On the basis of the Lisbon plan of action it was expected that the 
French budget for the equivalent of our fiscal year 1953 would amount 
to just under $3.9 billion. That would be broken down again into 
the standard categories, but it wauld be quite a different breakdown 
from the United Kingdom. Out of the $3.9 billion there would have 
been about $1.6 billion for personnel and only about $718,000,000 for 
procurement and production as contrasted with the British case, 
where the production figure is considerably higher. 

Now, this was on the basis of starting with the Lisbon force plan 
and the French decision as to what financial provisions they needed 
to make to meet. that force plan. We then tried to determine what 
that was going to require in terms of the growth of the gross national 
product; and what that would mean, therefore, in increased imports, 
both total imports and imports from the dollar area; and finally what 
export and other earnings the French economy could make, given the 
load of the defense program, in order to pay for those imports. 
Through that process of analysis we came out with a figure for defense 
support, on the basis of the Lisbon program, that was $124 million 
higher than the one shown here; that is to say, it was $420 million. 

Now, the conference committee cut the total for defense support. 
As we have said before, the total amount was sliced down proportion- 
ately for each country for the purposes of this presentation. 

This whole structure of defense expenditures, gross national product, 
and the balance of payments that was discussed this morning is a 
balanced picture, or was a balanced picture on the basis of what was 
required to meet the Lisbon plan. When you change one of the 
variables in that equation, obviously the other variables have to be 
changed to go with it. If you have less aid that means that the 
French, taken all in all, will have less money to buy imports with, 
which means they will have less production in France, which means 
that the gross national product will be lower, which means that 
defense expenditures of the French Government will be lower. 

On the basis of the lower defense support figure of $296 million, 
which is 29.5 percent less than the $420 million shown at the author- 
izing stage, French defense expenditures, we believe, cannot exceed 
$3.6 billion—instead of the $3.9 billion previously estimated. In 
other words, by slicing off $120 million of aid we have already lost 
in this program, beyond recovery as it were, the possibility of addi- 
tional French defense expenditures of nearly $300 million. 

The program of expenditure with a total of $3.6 billion would permit 
French production of about $616 million worth of military equipment. 
It is important to note in the French case the fact that about one-third 
of their total defense budget goes into the Indochina war, a very hot 
war that consumes a good part of their substance, not only from a 
financial standpoint but from the standpoint, as you know, of officers 
and noncommissioned officers being lost in very large numbers. Even 
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this measure—of a third of their total defense budget going into the 
Indochina war—does not give you the full picture. 

(Discussion off the record.) 

Mr. CLEevELAND. This tremendous drain represented by the Indo- 
china war bears disproportionately on the most active parts of the 
French military program as a whole, on the officers and noncoms, and 
some of the key items of matériel, and so forth. A further cut in 
defense support aid below this present figure of $296 million would 
have a similar effect. That is to say, it would have a disproportionate 
effect in decreasing the military expenditure in France, and nearly 
all of that decrease would have to come out of the NATO program, 
the Lisbon plan, unless the French were to abandon their war in 
Indochina entirely. It would be unthinkable to turn that country— 
or, really, the whole peninsula of southeast Asia—over to the 
Communists. 

So, this defense support is essential to French military expenditure. 
It makes the defense effort possible, through financing necessary 
dollar imports that the French would not be able to pay for other- 
wise, and without which they cannot maintain the necessary level 
of production internally. 

Now, why is it that the French economy finds it difficult to exist 
with this amount of defense expenditure? This is an impressive 
amount to be sure. It is something over 10 percent of gross national 
product as projected for next year. The primary limitations are 
financial and economic. The French economy has a gross national 
product of about $35 billion. On a per capita basis that is about $800 
per person against about $2,100 per capita gross national product in 
this country. 

France has always been known as a balanced economy in the sense 
that, at least on the food side, it produces most of what it requires. 
But France is very heavily dependent on imports of certain key materi- 
als, particularly materials that can only be bought for dollars. In 
particular, that includes fuels, both petroleum and some margin of 
coal, although they, of course, produce some coal themselves, and get 
some coal from Germany. It includes just about all of their fibers; 
wool and, in particular cotton, which is the basis of so much of their 
textile exports; nonferrous metals, including copper and zine. It also 
includes industrial machinery, of which they produce some and can 
get some around Europe, but at the margin are dependent on dollar 
imports, and this dependence increases as they take on the job of 
producing munitions to United States specifications, as was referred to 
awhile ago. 

Mr. Gary. Mr. Cleveland, we like to stop these hearings at 4:30. 
We do not want to cut you off, but when you get to a good stopping 
point we will recess until tomorrow morning. 

Mr. CLEVELAND. I can just as easily complete this tomorrow morn- 
ing, Mr. Chairman. 

Mr. Gary. If you can, suppose we recess until tomorrow morning 
at 10 o’clock. 
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Tuurspay, JuNE 12, 1952. 
RELATION OF DEFENSE SUPPORT AND EXPENDITURE 


Mr. Gary. The committee will come to order. Mr. Cleveland, I 
believe you were discussing the general economic situation in France 
when we recessed vesterday. 

Mr. CLEVELAND. Yes, sir. 

| think, Mr. Chairman, that I had covered the story of French de- 
fense expenditure and the elements of that defense expenditure. 1] 
had started on the question, Why the limitation on French expenditure 
for its rearmament program is, really, a limitation that can be ex- 
pressed largely in financial and economic terms. 

One thing that I would like to draw the committee’s attention to 
again, perhaps in a slightly different form, is the direct relationship 
between the amount of defense support and the amount of defense ex- 
penditure which each of these countries, including France, can make 
out of its own resources. Perhaps the best way to do that would be to 
take a specific example, referring back again to something that T was 
discussing yesterday, during the hearing, with Mr. W igglesworth. 

When the Lisbon plan first was put together and translated by the 
European countries and by our people working in the missions and 
Washington into a set of financial requirements for defense expendi- 
ture in ‘Europe it was then possible to work the plan through and 
figure out in the case of each country what the country’s own require- 
ments were, not only for internal defense expenditure measured in the 
French case in franes but also for goods to be imported from abroad. 

When the cut of nearly 30 percent was made by the conference 
committee it was necessary for us to go back and figure out for the 
purposes of this presentation just what would be possible in the way 
of defense expenditures, given the new limitation on the amount of 
defense support, in other words given a change in one of the variables. 

Perhaps the best way to explain it is, rather than talking in terms 
of the economy of a country as a whole, to take one specific example 
of how it works. 

PRODUCTION OF AMMUNITION 


Our mission in Italy a while ago worked out what it takes to produce 
$100,000 worth of ammunition in the Italian ammunition industry 
in northern Italy. 

They figured that for every dollar of ammunition produced it costs 
them about 30 cents in imported materials. Most of the imported 
materials are those that go directly into production; coal, most of which 
Italy imports, copper for the brass castings, cotton linters and toluene, 
and explosive materials. 

Now, if you start in and decide you want to produce $100,000 worth 
of ammunition you can work that through and figure out that you have 
pretty well committed yourself for $30,000 worth of imported mate- 
rials to make possible the $100,000 worth of ammunition. 

If you then find that you do not have $30,000 to spend on copper, 
cotton linters, coal and toluene and other imported commodities, and 
you find you only have $15,000 to spend on these imported materials, 
you will have to go back and refigure what vou can do, recalculate the 
objective you can achieve in the production of ammunition. The ob- 
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jective that you will be able to achieve if you cut in half the total 
amount of imported materials necessary, will be half the amount of 
ammunition, that is, in this example, $50,000 worth instead of $100,000 
worth. 

RECALCULATION OF ASSISTANCE AVAILABLE 


Now, it is this kind of refiguring that we have done for the purpose 
of this presentation in the case of ‘each of the country programs. We 
have taken the smaller amount of assistance that is available under the 
authorization bill, and necessarily changed the other variables in the 
whole calculation; the amounts of imports that are possible; the 
amount of increase in gross national product, which is less with fewer 
imported materials; and the effect of the smaller GNP in reducing the 
target of defense expenditure that was previously estimated, and which 
in the previous calculation resulted quite directly from a consideration 
of what would be needed in each country in order to meet the Lisbon 
Conference plan. 

Mr. WieGLeswortnH. That was done over the week end? 

Mr. CLeveLanpb. Yes, that was done in the course of 4 or 5 days, 
based on the original Lisbon plan figures. It had to be done, of 
course, without the benefit of any sort of very detailed review with 
each of the countries, which obviously will be accomplished before 
the final aid decisions are made on the basis of the final appropriation 
which Congress votes. 

Mr. Gary. The final result, however, will be a reduction of the 
French program as recommended by the Lisbon Conference? 

Mr. CLeveLtanpo. There is no question about that. 


ADVANCE COMMITMENT FOR DEFENSE AID 


Mr. Wigatesworrn. | believe you testified before the legislative 
committee, did you not, that there had been no commitment, so far 
as the Lisbon Conference was concerned, to make available any funds 
in the form of defense aid? 

Mr. CLtevetaxp. There was no formal commitment because the 
executive branch, not having the funds in hand or appropriated 
Was In no position to make any such commitment, and had no inten- 
tion of making such a commitment. 

The countries. however, knowing how many divisions they could 
raise, and knowing how big an air force they thought they could 
support, and so forth, did make assumptions of their own about the 
need for a continuing flow of military end items to assist them in the 
capital build-up on the equipment side and continuing assistance and 
support on the economic side so as to enable them to achieve a higher 
level of defense effort than they would otherwise be able to do. 

Mr. WiaGuesworrn. What were those assumptions? 

Mr, CLevetanp. They varied in the case of the various countries, 
and in the case of no country did the country itself say, “We are making 
this conference plan commitment on the assumption of a specific amount 
of aid for a specific period; because they realized that the United States 
Was in no position to answer such a reservation, even if the reservation 
were made. 

Mr. Wiacieswortnu. In other words, the commitments were made 
without any assurance of any so-called defense support? 
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Mr. CLEveLAND. But the commitment was clearly contingent on the 
availability of defense support, in the French case, for example. 

Mr. Wice.esworts. To what extent? 

Mr. CLevetanp. To the extent in the French case of something 
over $400 million of defense support, plus many end items. 

Mr. Wiccieswortn. Did the French say that in making their 
commitment? 

Mr. Cievetanpn. No. 

Mr. WiaeieswortH. Was there anything to indicate that, as a 
whole, the defense support was to be materially increased in 
the fiscal year 1953 over what it was in the fiscal year 1952? 

Mr. Cievetanp. No, and the proposal for assistance in the case 
of most of the major countries did not assume a substantial increase 
for the fiscal vear 1953 over fiscal 1952, even at the authorization stage. 

You will remember that the fiscal year 1952 figure was not, as Mr. 
Vorys said on the floor, $1,022,000,000, but that was in fact, about 
$1,500,000,000 of assistance this year. 

Mr. Wiactesworta. How do you arrive at that $1,500,000,000? 

Mr. CueveLanp. That included the money appropriated for eco- 
nomic assistance in Europe last year, plus $478 million transferred 
from military end-item funds to the economic funds. That was 
carried through by the President in January in accordance with the 
10-percent transfer provision. 

Mr. Wiaaiesworta. Which is also included in the bill this year? 

Mr. CLEVELAND. Yes, which is also included in this bill. 

Mr. WiGce.LeswortnA. $1,022,000,000 was the figure carried in the 
bill last year subject to being augmented from one or more sources 
under the transfer authority to which you have just referred? 

Mr. Cievetanp. That is correct, but, of course, augmenting that 
fund decreased the amount available for other essential purposes. 

Mr. Wigeiteswortn. I understand that. 


FRENCH IM PORT*R EQUIREMENTS 


Mr. CLeveLtanp. Now, coming back to the French economic pic. 
rure very briefly. As I indicated yesterday, France is very heavily 
dependent on certain types of imports which are available only in the 
dollar area; fuel, fibers, nonferrous metals and industrial machinery 
being the chief categories. At the same time, with the diversion 
of resources within France to defense purposes it is more difficult 
for them to export some of the kinds of things they normally export. 
Also, there is the general difficulty that every textile-producing nation 
is having in exporting textiles under present world conditions, plus 
the fact that France had, for a time, a market for French steel in this 
country which was a source of dollars. This steel market was de- 
pendent, in effect, on the steel shortage as it existed a couple of years 
ago, which no longer applies, as of this moment, at least, although 
no one knows what the situation will be in the future. 

These various considerations have meant that France has to 
be in a position to import about $642 million worth of goods from the 
dollar area. It is able to cover with all of its earnings, through exports 
and through other forms of dollar earnings, only an amount that 
leaves a net deficit in its external account of something over $400 
million. Even assuming a sizable use of reserves, that is probably 
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higher than the French at this moment would undertake because 
their reserves are very low, it would be necessary to provide close to 
$300 million of that $624 million in the form of United States defense 
support if those imports are going to materialize at all. 

If they do not materialize, the French economy, losing that amount 
of imports, will have to decrease the total amount of its production 
of goods and services, that is to say, its total gross national product, 
by a multiple of the loss in imports, a multiple of about six to one. 
The Government, therefare, will be in a position to derive less revenue, 
to capture a smaller amount of resources from the French economy 
and will consequently have to reduce its defense expenditure. 

It is our estimate that, without any defense support at all France 
would not be able to exceed the figure of $2,900,000,000 in defense 
expenditure, compared with the $3,600,000,000 projected even under 
this reduced program. In other words, there would be a loss of $700 
million, which is about three-fifths of the cost of the Indochina War 
at present. 

Now, the loss of all defense support from this country would pre- 
sent France with an almost insoluble problem, and a problem which 
it is in the interest of the United States not to have them face. That 
problem would be whether to give up or modify its position in the 
war in Indo-China or to cut drastically the commitment of its forces 
to the NATO Army. Mr. David Bruce, when he was before you the 
other day, emphasized the interrelationship between the amount of 
forces that the French put up in Europe and the amount of forces 
that can be secured on the German side of the European Defense 
Community arrangement. These are the horns of a real dilemma for 
the French if they are not able to buy sufficient imports to press for- 
ward on their defense expenditure program as presently laid out. 


PINAY ANTI-INFLATIONARY MEASURES 


I would like to mention one other point about the French economy 
because | think that it is an indication that this program is not some- 
thing that we are doing, or propose to do, for them without any 
comparable effort on their part. 

As you know, the present Prime Minister of France, Mr. Pinay, 
has put into effect a very drastic series of measures designed to limit 
the inflation in France. The internal inflation in France, caused both 
by a budget deficit and also by the big expansion a vear and a half or 
so ago in the volume of commercial credit, is itself one of the primary 
causes of the difficulty which France has in selling its goods abroad and 
earning the amount necessary to buy the imports it needs for its defense 
and domestic programs. 

Mr. Pinay has put in a program that proposes a reduction in the 
amount of public investment. He proposes to finance some of the 
public investment by a bond issue, that is sufficiently gilt-edged to 
be quite attractive to investors in France and seems to be attracting 
out of hiding a great amount of French privately held resources. 

The Pinay program includes the amnesty on past tax evasion, and 
various incentives for the disgorging of large amounts of gold and other 
assets that private French citizens hold in France. It also includes a 
rather strong exhortation to department stores and other enterprises 
to reduce prices in order to get a better psychological climate. 
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Some of these measures, so far, have proved extremely effective. 
The Wholesale Price Index in March and April, for the first time in 
many, many months, has shown a tendency to drop off a bit. 

Now, this demonstrates real strength on the part of the French 
Government. It gives promise that the assistance that this Govern- 
ment gives to France will make it possible for the French to capture 
most of the increase in production that comes from these increased 
imports for the defense program rather than having it frittered away 
in any run-away inflation in France. 

This is a most encouraging deve lopment, not only from the French 
standpoint, but also from the United States standpoint. 

Some of you who have been in France ping vos have probably seen 
the black market rate up to as much as 480 frances to the dollar. I 
understand it is now down to about 400 francs against the official rate 
of 350. That is real progress. 

I think that covers the general remarks that I have to make about 
the French economy. 


DROP IN WHOLESALE PRICE INDEX 


Mr. Gary. Mr. Cleveland, I notice from the figures that appear 
on page 55 of the justifications which have been heretofore inserted 
in the record, it appears that in March 1952 there was the first drop 
in the wholesale index since 1948. 

Is there any particular significance to that? 

Mr. CLteveLanp. That is precisely the effect of this Pinay program. 
This is an attempt to push prices down, to get people to save rather 
than to spend, and to reduce the budgetary deficit, not by reducing 
the defense program, but by reducing the amount of other kinds of 
public investments, and trying to get those public investments 
financed from private money. In other words, by increasing the 
total amount of money coming into the private investment market 
rather than financing those investments directly out of the tax funds. 

April shows a slight further decrease, as I remember the figures 
from looking at them vesterday. 


DROP IN AGRICULTURAL PRODUCTION 


Mr. Gary. It also appears that agricultural production dropped in 
1951 and 1952. What was the reason for that? 

Mr. CLeveLAND. I believe that the fiscal vear 1951 figure repre- 
sented a real bumper vear, and that 1952 represents a more normal 
development of their production. I understand that the preliminary 
forecasts for next year are that they might get a good crop vear again. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Gary. These tables show unemployment figures, and then 
underneath you have relief recipients in thousands, and the number 
is down somewhat from a year ago. 

Mr. CLEvELAND. That is right. 

Mr. Gary. In March 1952 it was down from the year previous. 
Is that a fairly good measure of unemployment? 

Mr. CLevELAND. Yes, that is the most measurable estimate of 
unemployment. Practically everybody, of course, in France is subject 
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to their social security system or unemployment compensation. The 
number of people who in fact come in to certify that they are unem- 
ployed to receive unemployment compensation represents quite a 
good measure of how things are going on the unemployment front. 

Actually, it understates the amount of unemployment because in 
France, as in Italy and some other countries in Europe, there is a good 
deal of disguised unemployemnt or underemployment of people on 
farms, who are only working part time because they cannot get a full- 
time job in the cities, and who do not come in and register under this 
system. 

IMPORTS FINANCED BY MSA 


Mr. Gary. You gave us a breakdown of this corresponding figure, 
$296 million, for the United Kingdom. Do you have a similar break- 
down for France? 

Mr. CLEVELAND. Yes, sir, I do, sir. 

This, again, is a table that shows the total imports, imports from the 
United States, and imports proposed to be financed by MSA next vear, 
and financed by MSA this year. 

Mr. Gary. We will insert this table at this point in the record. 

(The matter referred to follows:) 

Estimated imports from all sources, United States, and MS A-financed, for fiscal 

years 1951-52 and 1952-53 


FRANCE 
{In millions of dollars] 











Fiscal year 1951-52 Fiseal year 1952-53 
Commodity a 
ces United | MSA fi- ae United | MSA fi- 
Total | States | nanced ! Fotal States | nanced } 
Food and agricultural nperts: 
Food. - = , 330. 2 38.8 15.4 266. 6 21.8 16, 2 
Feed and fertilizer. : 68.4 13.1 -—.3 7.7 25. 1 
Natural fibers , 774.6 115.8 8.9 808. 8 132. 7 47.1 
sg agricultural products. 68.3 10.9 9 73.7 16.0 |. 
Potal food and agricultural imports 1, 241.5 178.6 54.9 1, 220.8 195. 6 63.3 
Industrial imports: 
Fuels 530. 6 167.4 116.5 490.3 102. 2 30.0 
Industrial raw materials. __._- 607.2 55.7 14.1 a) 62.3 64.9 
Capital equipment 344.3 89,5 20.9 ‘ 74.0 60.8 
Other manufactures and raw materials 581.4 33.8 2.4 46.9 11.3 
Total industrial imports- 2, 063. 5 346.4 153.9 1, 956. * 285. 4 167.0 
Total commodity imports 3, 305. 0 525.0 208.8 3, 177.0 481.0 230.3 
Transportation __- 61.2 i 65.7 
Total MSA defense support program 3 270.0 296), 0 
Total. 3 270.0 296. 0 


1 Includes France and DOTs, whereas other columns are for France alone. 
2In some cases MSA-financed commodity imports are minus primarily because procurement authori- 
zations outstanding as of June 30, 1951, were canceled or decreased after that date and the adjustments exceed 
the total of actual or prospective issuance of procurement authorizations during fiscal year 1951-52. 
3 Includes $10,000,000 advanced out of 1950-51 funds and obligated prior to June 30, 1951. 
Mr. CLtevetanp. | might explain to you, Mr. Chairman, that 
Mr. € g ; 
the Mutual Security Agency-financed column in this table includes, 
as indicated in the footnote, not only France, but its dependent 
overseas territories. 
And therefore you will notice, too, there is more food in the Mutual 
Security Agency-financed column for 1952 than in the imports from 
the United States. This actually is a difference in the definition of 


the two columns. The imports from the United States cover only 
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the imports into metropolitan France, whereas the Mutual Security 
Agency-financed imports include some grain imports into the French 
African territories as well. 


RELATION OF NATIONAL BUDGETS TO GROSS NATIONAL PRODUCT 


Mr. Wiae.teswortn. | gather from this table on page 55 of the 
justifications which has been inserted in the record among other things, 
that you estimate the gross national product of France at $35,815,- 
000,000, and of that, $7,555,000,000 is taken for taxation purposes by 
the Central Government, and the estimated expenditure in 1953 for 
the military is $3,600,000,000, or just about 10 percent. I notice 
that the budget is estimated to be unbalanced by the difference be- 
tween $7,555,000,000 revenues and $9,127,000,000 expenditures. 

In spite of the stress which you say that you are placing on bal- 
anced budgets, it is a fact, is it not, that almost all countries concerned, 
with possibly two exceptions, have unbalanced budgets? 

Mr. Cievextanp. All the countries this fiscal year, with the ex- 
ception of three, have unbalanced budgets to some extent, usually to 
a relatively small extent. In the French case they have had relatively 
large budget deficits the last 3 vears. 

Mr. WigGLteswortH. What page are you looking at now? 

Mr. Woop. Page 51 of the justifications, Mr. Wigglesworth. 

Mr. WigeteswortrH. Denmark and Norway have small surpluses 
estimated for 1953, and every other country has an estimated deficit. 

Mr. CLevetanp. That is correct. I was looking at the fiscal vear 
1952, which is the current year, which also shows a small Iceland 
surplus. 

Mr. WigGieswortH. Now, your revised figure shows an adverse 
balance of payments of $428,000,000 in the fiscal vear 1953, and vou 
propose to meet that by $107,000,000 out of French reserves, 
$25,000,000 out of the pipeline, and $296,000,000, according to the re- 
vised figure, from United States defense support, the latter figure 
being about $26,000,000 more than was made available in 1952; is 
that right? 

Mr. CLEVELAND. That is right. 


ALLOCATION AND EXPENDITURE OF AID TO FRANCE 


Mr. WraaLeswortn. Will we have actually made $270,000,000 
available by the end of this fiscal vear? 

Mr. CLeveLanpn. Yes. We allotted that amount some time ago to 
the French. 

Mr. Wiaaieswortu. You say “allotted.’’ Has it gone beyond the 
allotment stage? 

Mr. CLievetanp. Yes. I think in the French case substantially all 
of it has been obligated. 

Mr. Wieciesworrn. Has it been expended? 

Mr. CLeveanp. It has not all been expended? 

Mr. WiceLteswortu. How much has been expended? 

Mr. CLEvELAND. I do not know in the French case. 

Mr. Wieeiesworrn. Will you please furnish that for the record? 

Mr. CLevevanp. I will be glad to furnish it for the record. 

(The matter referred to follows:) 
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France—Fiscal year 1952 United States defense support funds Millions 


of dollars 
NN Ne a a er a ae iE oo ye ee mi ein oS 270. 0 
leas cia Gecewes. tu leek Sh De ie ea, 270. 0 
ene Hen Wey Pde Ss os os eck s 270. 0 
Expended—June 30, 1952 (estimated) -___...........-...---.---------- 150. 0 
Unexpended portion of fiscal year 1952 funds____.-_-_-_-...---------- 120. 0 


OFFSHORE PROCUREMENT 


Mr. CLevELAND. Mr. Wigglesworth, I should mention also in this 
connection that France has had other forms of assistance that have also 
been of financial benefit to it, particularly the so-called Lisbon arrange- 
ment of $200,000,000 worth of offshore procurement, which is included 
in the offshore procurement line of the table that you are looking at. 

Mr. WiceieswortnH. That is all a part of this calculation, is it not? 

Mr. CLeveLAND. That is right, but this $200,000,000 was a spe- 
cial form of offshore procurement that was done between the United 
States and French Governments, and on which payments were ar- 
ranged immediately through the medium of the Export-Import Bank, 
as General Olmsted, I believe, mentioned yesterday. The result is 
that that $200,000,000 is becoming immediately available to the 
French and has therefore reduced the amount that needed to be pro- 
vided in the form of direct economic aid, but in fact the total benefit to 
the French through these two media is $470,000,000 rather than the 
$270,000,000 in the defense support line. 

Mr. WiaaeLeswortuH. So what you are saying in simple language is 
they got $204,000,000 in offshore procurement in 1952 and you plan 
to put only $68,000,000 of that in there in 1953? 

Mr. CLeveLanp. Because the plan as it stands at present does not 
include another arrangement for the immediate payment on a very 
large set of government-to-government contracts. 

Mr. WiaaLtesworrn. If the capacity is there there is no reason, is 
there, why that $68,000,000 offshore procurement should not be 
substantially increased? 

Mr. CLEVELAND. It is not a reflection of capacity; it is a reflection 
of payments. 

Mr. WiaeLeswortH. What you plan to put there in 1953? 

Mr. CLevecanp. No, the amount of contracting under the offshore 
procurement program would be substantially more than that. As 
presently estimated, it would be planned to put in on an obligation 
basis, that is, a contract basis, $383,000,000 into France next year. 

Mr. WiaaieswortH. Actually spending it there? 

Mr. Cievesanp. Actually contracting for it there. 

Mr. Wice.esworrn. I am talking about expenditures as distin- 
guished from contracting. 

Mr. Gary. Contracting next year’s appropriation to be expended 
in the future? 

Mr. CLEvELAND. To be expended to a small extent in 1953, and 
to a larger extent in 1954. 

Mr. Wiae.teswortu. To what exrent in 1953? 

Mr. Cievectanp. Well, taking the obligation contracts this year, 
plus those contracts next year that result in some payments next 
year, the estimate is that $68,000,000 will be expended on offshore 
procurement account. This is the amount which will actually reach 
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the French in payments terms during the fiscal year 1953, and it is 
that figure that shows up in the balance of payments. 

Mr. WicGLeswortrn. Which is reflected in this table, and which 
might be increased if the program were increased in respect to items 
which could be paid for within 1953? 

Mr. CLeveLanp. It might. I think this is an optimistic estimate 
of what in fact can be done in the way of offshore procurement business 
next vear. 

BALANCE OF TRADE 


Mr. Wiaeiesworrn. Has France had a favorable balance of 
trade since World War II? I cannot remember. They came pretty 
close to it at one time, did they not? 

Mr. CLeveLanp. I do not believe they have had a favorable 
balance in any vear before taking into account our aid. They have, 
of course, balanced their accounts with aid from the Marshall plan. 
[ have figures going back to 1949 and 1950. In every year, they have 
had balance of payments deficits, which during the period of the 
Marshall plan, was of course taken care of through the Marshall 
plan allotments. 

Mr. WieaGLeswortu. How good is this table you have given us 
on the estimated imports from all sources? 

Mr. CLeve ann. For the current fiscal year it represents the 
results of actual data available up to the time the estimate was made. 
For the next fiscal vear it represents the judgment as to what France 
would need to import in order to support the kind and character and 
size of economy required to make the defense expenditure that is 
projected. 

Mr. Wiee_esworrn. In other words, this table shows a break- 
down, $16,200,000 for food; $47,100,000 for natural fiber, and so on 
down the line. 

Do you really expect to apply this defense aid in the manner which 
is reflected in this table, or is this just a kind of tentative breakdown 
of the over-all figure? 

Mr. CLEVELAND. It is a very tentative breakdown of the over-all 
figure. 

Mr. WiagGLtesworrn. As far as the balance of payments of France 
over all is concerned, it does not matter what that $296,000,000 is 
applied to, if it is applied to imports? 

Mr. CLevetann. The important thing is the total level of imports, 
and the composition of the total import program. However, the 
manner in which we apply the assistance can have some influence, of 
course, over the French Government’s programing of their total 
imports from the dollar area, and so it does matter to that extent. 


CONTROL OF USE OF DEFENSE SUPPORT FUNDS 


Mr. Wiacteswortn. Who controls the application of this defense 
support? 

Mr. CLeveranp. The Mutual Security Agency. 

Mr. WiaGieswortn. I know, but who, where, and at what level? 

Mr. CLevetann. Well, it is controlled operationally here in 
Washington; that is the responsibility of Mr. John Kenney, as 
Deputy Director under Mr. Harriman. 
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Mr. Wigcieswortn. He does not approve specific transactions 
over there? 

Mr. CLeveLaNb. He approves the broad program. The specific 
allotments within the Mutual Security Agency of specific amounts of 
money for France within a set program are made on the recommenda- 
tion of the mission chief, Mr. Labouisse, and they are made under my 
authority as the assistant director for Europe. 

The specific commodity procurement authorizations which are 
issued within that allotment to the countries are made by the com- 
modity divisions under the authority of Mr. Glenn Craig, as acting 
assistant director for supply. 

Mr. Wiae.eswortH. Do you expect to adhere to this breakdown 
in this table reasonably closely, or is it meaningless? 

Mr. CLeveLAND. Well, we consider this an illustrative list, as vou 
know. This represents our judgment at this stage, before the vear 
that we are talking about has even started, as to how the United 
States contribution would be applied, and in what commodity cate- 
gories it can be applied. 

Mr. WiaGieswortH. Might be applied. 

Mr. Cievetann. Might be; yes. 


RAW MATERIALS 


Mr. WiaGLeswortu. Do you have any specific list of raw materials 
aggregating $64.9 million that you expect to import into France with 
defense support money? 

Mr. CLEVELAND. Yes, we have. 

Mr. WiaGLteswortn. You have a specific list of them? 

Mr. CLevetann. Yes. 

CAPITAL EQUIPMENT 


Mr. WicGLteswortn. Do you have a specific list of capital equipment 
items that aggregate $68.8 million? 

Mr. CLevetanp. It is divided in the estimates that have been made 
so far between industrial and agricultural equipment. It is nearly all 
industrial. 

Mr. Wiaeieswortn. The capital equipment? 

Mr. CLieveLanp. The capital equipment. 

Mr. Wiceteswortn. Is it specific items or a dollar figure? 

Mr. Cievetanp. In the case of industrial machinery and equip- 
ment, it is a dollar figure based on an estimate of how much would be 
required from this country and would be appropriate for financing 
by the MSA. Industrial machinery and equipment covers many 
thousands of items, as you know. 


CADILLACS AND AIR CONDITIONERS 


Mr. Wiceteswortru. Would it include air-cooling equipment for 
the colonies? 

Mr. Craic. I do not know of any air-cooling equipment that would 
be financed. There is none that has been estimated and put in the 
program, 

Mr. Wicetesworth. How could such equipment be financed by 
the MSA and I am advised it has in fact been so financed, unless it 
was listed in your program? 
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Mr. Craiac. This is the place where that kind of an item would fall. 

Mr. WiaGLteswortH. Where would it fall? 

Mr. Craric. It would fall in the capital equipment item, but I do 
not know of any that has been anticipated for next year. 

Mr. Wiee@LteswortH. Would it include a large number of the latest 
models of Cadillac convertible machines? 

Mr. Craic. To the best of my knowledge, we have not financed 
any of those, and there are none planned. 

Mr. WieeteswortH. Would they be included here if they were to 
be financed? 

Mr. Craia. This would be the category under which they would 
fall if they were eligible, but they are not. We have a policy on such 
things which will not make it eligible. 

Mr. CLevELAND. We exclude bubble gum, too. 

Mr. Wieeiesworrn. A lot of information comes to us during the 
course of a vear, and I think it would be interesting to know if there 
is available a specific list of items that have been financed with 
defense support money in the current fiscal year. 

Mr. Crara. We do not have a specific list. 

Mr. WieeLeswortnH. Who bas? 

Mr. Crate. That could be readily picked up. 

Mr. Wieeieswortn. Who has it? 


ACCOUNTING CONTROL 


Mr. Craig. There is in the controller’s office in MSA in Wash- 
ington a specific list that does include in fact every item because the 
vouchers have to be paid. We do not have a list which is regularly 
published for report any more. However, in ECA for quite a time 
we did publish in detail a list for the use of small-business men especi- 
ally, and any other use that it was desired for, but that was very 
expensive. 

Mr. WicGieswortn. I should suppose there would be somebody 
in each country set-up that would be responsible and would know the 
items actually financed. 

Mr. CLeveLanp. Within each country, you mean, or do you mean 
within the MSA? 

Mr. Wiaeieswortu. | should think you would have to have some- 
body on the spot to be effective at all. I suppose eventually it finds 
its way home to Washington, but by that time the horse is out of the 
stable, is it not? 

Mr. CLevetann. The vouchers that are submitted for payment and 
which actually result in the issuance of United States Treasury checks, 
finally do come home to the MSA comptroller here. He, of course, has 
a detailed record of what he pays out which would fill several rooms full 
of files. There are end-use checks, particularly on the procedure for 
the receipt and control of materials inside each country, that are 
carried on by mission comptrollers. 


REIMBURSEMENTS FOR OUT-OF-LINE ITEMS 


Mr. Craic. I wonder if I may say, in addition, that each one of 
the men who is responsible for developing his individual commodity 
program does get a list of the major items which are requested by the 
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countries. Those lists are screened for their usefulness in furthering 
the general objectives of the program so that the lumber expert 
knows, by and large, the kind of lumber that will be bought. In 
commercial transactions there may be some shifts in those specifica- 
tions when in fact the purchase occurs because we try to do that 
through the private enterprise system. Then eventually that shift 
is caught again as the vouchers come back against the original procure- 
ment authorization, so that we again get a chance to look at them in 
detail. If those vouchers do not match with the kind of program 
which was anticipated to begin with, then the country is asked to 
change them the next time and also asked to reimburse MSA for any- 
thing that happened to be out of line with the original understanding. 

Mr. WiacLeswortH. Have there been reimbursements of that 


character? 
Mr. Craia. There have been some; yes. 


AIR-CONDITIONER AND CADILLAC PURCHASE POLICY 


Mr. Gary. If there are any air-cooling systems, or any Cadillac 
automobiles that have been purchased under this program, will you 
list them and the purposes for which they were purchased? 

Mr. CLEVELAND. Do you mean over the past? 

Mr. Gary. Yes, or if there are any contemplated in the budget 


for next year. 
Mr. CLEVELAND. There certainly are none contemplated for next 


year. 
(The matter referred to follows:) 


Pouicy or Murua Security AGENcy IN FINANCING EUROPEAN IMPORTS OF 
Luxury AUTOMOBILES AND ArrR-CooLING EQUIPMENT 


1. Has the Mutual Security Agency (or the Economic Cooperation Adminis- 
tration) ever financed European imports of Cadillacs? 

No European imports of Cadillacs have ever been financed by the Mutual 
Security Agency. In line with its policy of financing essential imports only, 
MSA will provide no dollar funds for the purchase of automobiles costing $2,400 
or more on an f, a. s. basis (cost of the automobile delivered to a ship’s side). 
This automatically eliminates luxury-type automobiles. Furthermore, MSA 
auditors have specific instructions to disapprove for MSA financing, as a matter of 
policy, any Cadillacs, Lincolns, large Packards and large Chryslers even if they 
should be obtainable for less than $2,400. Refunds would be obtained from 
the recipient countries if any such cars were found to be in the records when 
the payments are audited. 

2. Has the Mutual Security Agency (or the Economie Cooperation Adminis- 
tration) ever financed European imports of air-cooling equipment? 

From April 3, 1948, until April 30, 1952, the Mutual Securitv Agency, (MSA) 
has spent a total of $6,972,397 to finance European imports of industrial air-cooling 
and refrigerating equipment. This is in addition to any air-cooling devices which 
were integral operating parts of larger pieces of machinery and equipment whose 
purchase was also financed by MSA. _ It should be noted that a large part of the 
sum spent for cooling and refrigerating equipment was used to finance imports 
of spare parts rather than complete units. 


POLICY GOVERNING FINANCING OF COOLING AND REFRIGERATING EQUIPMENT 


In line with its policy of financing only essential imports, MSA has exercised 
strict control over the types of equipment whose purchase could be financed with 
MSA funds. Air-cooling and refrigerating equipment plays a vital part in many 
industries (for example, meat-packing and other food-processing and textiles) 
and the lack of such equipment in many European industries and commercial 
establishments constituted for a long time, and still tends to constitute, a small 
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but important bottleneck to increased production. It has therefore been estab- 
lished MSA policy to permit the use of its funds to finance certain cooling and 
refrigerating devices if they meet a proved industrial need. A small amount of 
cooling and refrigerating equipment, financed by MSA, has also gone to hospitals, 
clinics, and scientific institutions. On the other hand, cooling, refrigerating and 
air-conditioning equipment for household, office, or similar uses are not eligible 
for MSA financing. A statement certifying the fact that this equipment is for 
industrial or public service use must be presented by the country before final pay- 
ment by MSA is made. 


EQUIPMENT ELIGIBLE FOR FINANCING 


Types of cooling and refrigerating equipment eligible for MSA financing are 
defined in Code No. 7903 of the MSA Commodity Code Book. They include 
a wide variety of cooling and refrigerating devices and spare parts, among then: 
Compressor units and condensing units; centrifugal refrigerating units; absorption, 
adsorption, and steam jet refrigerating units; heat transfer equipment; ice-making 
equipment; air-diffuser units; hosiptal water cooling systems; milk coolers; 
auxiliary and accessory equipment—including: Air blowers, air cleaners, air 
humidifiers, and parts, air purifiers, and parts, Brine tanks, control valves, 
dehydrators, interior equalizers, milk cooler parts, ventilating machinery, volume 
blowers, cold-storage doors, and replacement parts. 


MSA/ECA expenditures for industrial air-conditioning and refrigerating equipment 
for Europe, by country cumulative, Apr. 3, 1948-Apr. 30, 1952 


Expenditures 

Total for Europe _ - $6, 972, 397 
Greece : 1, 634, 121 
France 1, 390, 023 
Belgium-Luxemburg_ 969, 785 
Norway 926, 513 
Netherlands 687, 949 
Italy __- 453, 550 
United Kingdom _. 440, 351 
Denmark 176, 840 
Ireland__. 123, 161 
Turkey 68, 468 
Austria 42, 804 
Iceland 21, 792 
Portugal 16, 399 
Sweden 11, 761 
Indonesia 6, 393 
Germany (Federal Republic) - - —_- : 2, 487 


Mr. WicGieswortrn. They may not have been contemplated 
in the past vear. I want to be sure that you had a good check on 
expenditure. 

Mr. Craic. In this case we have a specific paper out, which is 
known publicly, which says there shall not be financed with MSA 
funds cars of the tvpe which you are mentioning, the fancy roadsters. 
That means that if there ever was one that slipped through, it would 
be ineligible for financing. 

Mr. Gary. I hope that is true. I can see that there might be a 
reason at times for purchasing air-cooling systems for the purpose of 
preserving some foodstuffs that we are furnishing, but I cannot see 
the automobiles of the type described as necessary for any purpose. 
That is the reason that I suggested if there have been any, or if any 
are contemplated next year, that the purposes for which they will be 
used be stated. 

Mr. Craic. Insofar as cars are concerned, it is possible to put a 
statement out saying we will not finance that type of roadster. With 
respect to air-cooling equipment, it may be that it is extremely impor- 
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tant in the packing plants, in a refinery, in all sorts of things, but it 
has to be justified. 

Mr. Gary. An air-cooling plant might save a considerable sum by 
preventing other commodities that we are furnishing from spoiling. 

Mr. Craic. Certainly. 

Mr. Wiacieswortn. The principal purpose of my questions was to 
ascertain whether or not we have an adequate system of supervision 
over what is, or is not done in the various missions scattered through- 
out Europe. 

Let me ask you another question which is perhaps of a general] 
character. 


ESTIMATE FOR AUTHORIZATION AND PRESIDENT’S BUDGET 


Were the figures submitted to the Congress in the authorization bill 
the same figures that were included by the President in submitting 
the budget? 

Mr. CLevevann. They were. 

Mr. Wiacteswortn. Identical? 

Mr. CLhevetann. Yes. The budget, of course, as | remember it, 
simply had a one-line item for the Mutual Security Program. What 
was submitted to the Authorization Committee was in effect the detail 
behind that one-line item. 

Mr. WiaGLteswortnH. When was the Lisbon Conference concluded? 

Mr. Cievevanp. Late in February. 

Mr. WiaGLeswortH. So that that action was taken after the 
President’s action in recommending an over-all figure to the Congress? 

Mr. CLevELAND. That is right, sir, Most of the work, of course, 
in Europe had been done prior to that during the fall and winter under 
the arrangements that I described the other day of the Temporary 
Council Committee under Mr. Harriman’s chairmanship. 

Mr. Wiae_esworrn. No agreements had been reached. 

Mr. CLevetanpb. The final force agreements had not been reached. 


BUDGET PREPARATION FOR LISBON CONFERENCE 


Mr. Gary. Was the figure used by the President one that had been 
worked out in preparation for the Lisbon Conference? 

Mr. CLevELAND. Well, it was worked out within the United States 
Executive Branch on the basis of the very detailed work that had 
gone on during the fall and winter over in Paris, plus the judgments 
that were applied to it in this country on matters not the concern of 
the Paris groups; for example, the Bureau of the Budget’s judgment 
as to what figure could be fitted into an over-all budget. It was the 
result of the regular screening process within the executive branch, 
including the Budget Bureau and the review by the President. 

Mr. Gary. In other words, that was more or less the figure that 
had been worked out in the preliminary conferences leading up to the 
Lisbon Conference, and that figure was adopted by the Conference; 
is that the situation? 

Mr. CLevetanp. No. The figures adopted by the Conference, 
Mr. Chairman, were not money figures at all actually. They were 
commitments by individual countries as to numbers of divisions and 
other military units that they would make ready and have available 
for the NATO force by the target dates. 
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The figure presented by the President in his budget, which of course, 
was presented before the Lisboa Conference, represented a judgment 
by the President of the amount of funds for various kinds of assistance 
that would be required in order to meet the force plan; meet the needs 
for assistance of the Europeans in meeting their part of the force plan 
based on an estimate of what the force plan would turn out to be, 
which was substantially correct in the final analysis. 

Mr. Gary. The figure was based on the preliminary investigations 
for the Lisbon Conference rather than the actual agreement that 
was adopted at the Lisbon Conference? 

Mr. Cieve.anp. The original figure that went into the President’s 
budget was. I think that is correct to say. The details, of course, 
that we submitted to the authorizing committee were based on the 
final Lisbon arrangements. 

Mr. WicGLeswortn. The two just happened by coincidence to 
come out the same to the dollar? 


BASIS FOR BUDGET ESTIMATES 


Mr. CLEVELAND. It was not a coincidence at all, because the Lisbon 
force plan, which was not expressed in dollars, was derived from staff 
work that was done the previous fall and winter. 

Mr. WicGciesworrtn. I understand that. 

Mr. CLEvELAND. Upon which our work was also based and the 
budget drawn up. 

Mr. Gary. The President’s budget and the Lisbon agreement were 
both based upon preliminary investigations made for that Conference; 
is that correct? 

Mr. CLevetanp. That is correct, sir. 

Mr. Martin. The timing was directed to that. Mr. Harriman 
was Chairman of the TCC which prepared the “Wise Men’s” report, 
which was the basis of the Lisbon agreement. He was eager to get 
that out as early in December as possible so it would be available for 
study by the United States agencies in preparing the President’s 
budget, which, as I recall it, we expected would have to go to the Pres- 
ident sometime around Christmas, and we wanted several weeks to 
look at it. So it was completed about December 10. 

Mr. Gary. The report of the committee that was appointed 
to investigate the needs for the Lisbon Conference was made ia 
December? 

Mr. Martin. That is correct. 

Mr. Gary. Prior to the time that the President arrived at his 
figure? 

Mr. Martin. That is correct. 

Mr. Gary. And the President’s figure was based on that report; 
is that correct? 

Mr. Marti. That report in the light of the over-all governmental 
budgetary and financial and economic situation. 

Mr. Gary. And that report also was the basis for the Lisbon 
agreement? 

Mr. Martin. That is correct, sir. 

Mr. Wiee.eswortn. Did that report recommend the specific 
amount? 
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Mr, Martin. It did not. That report stated what forces it thought 
it would be desirable to raise; it also recommended measures to raise 
them as economically as possible. It analyzed the country’s economic 
situation and indicated certain assumptions with respect to possible 
assistance, but it did not make any recommendations for assistance 
from anybody to anybody. 

Mr. Gary. It did not recommend any amounts? 

Mr. Martin. No, sir. 

Mr. Gary. It was not a dollar report. Neither was the Lisbon 
agreement a dollar agreement? 

Mr. Martin. That is correct. 

Mr. Gary. But the President’s figure represented what he thought 
we could reasonably contribute to accomplish the program set out 
in that report? 

Mr. Martin. Yes, in the light of economic conditions in the various 
countries that the report revealed. 

Mr. WiacLeswortnH. And of his judgment of a maximum over-all 
figure to be made available for our own defense expenditures plus 
MSA? 

Mr. Martin. That is correct, sir. 


RECOGNIZED BELLIGERENT POWER 


Mr. CLeveneeEr. In the difficult atmosphere in which we operate 
is there any recognized belligerent amongst the nations of the world 
with whom the United States is in a state of war? 

Mr. CLEVELAND. I am not sure that is an economic problem. The 
North Koreans look pretty belligerent to me. 


EXPORT CONTROL 


Mr. CievenGer. I think that an attempt was made by the Senate 
to get some sort of control over the trade to the country that most 
Americans regard as our enemy. However, I think that we see 
rubber going in great quantities to the Chinese Government, the Red 
Government in Hong Kong. We see thousands of tons of brass being 
picked up off of Okinawa that finds its way into the hands of the 
Chinese. Perhaps one of the busiest ports in the Orient with the 
greatest number of trains is Hong Kong, and they deliver these 
supplies right into the Chinese stream. 

We have seen the jet engines and jet engineering exported by one of 
our principal recipients of this aid to a country that I will not call an 
enemy country because we are at peace with them. T walk by their 
embassy every day, where they are at liberty to find out anythin 
that I can find out, and perhaps can find a whole lot more out than i 
can, 

It seems that the American people are beginning to wonder about 
these things that are done to supply the people who are killing their 
sons in a police action. They simply cannot understand why this 
should continue and yet they are called upon to supply these nations 
help, many of whom are supplying these belligerents with war materi- 
als or anything in the line of manufactured goods, or equipment or 
machine tools. 
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I wonder if these days there is any possibility that we may become 
a little realistic and be a little careful about where we are sending 
some of this material. 

Mr. Woop. Mr. Clevenger, if I may comment on that subject, 
you are no doubt aware of the act passed last October by the Congress, 
the Mutual Defense Assistance Control Act, familiarly known as the 
Battle Act, under which actual weapons and military items must be 
embargoed by any country receiving aid from this country. Further, 
under this act, certain other classifications of items that might be 
significant in increasing the military potential of those people who are 
in fact our enemies, consisting of primary strategic items, are required 
to be embargoed by any country if aid is to be given to it, unless there 
is a specific finding in a specific case by the President, reported to the 
appropriate committees of the Congress, that it would be in the total 
interest of the security of the United States not to cut off aid under 
those circumstances. 

The case which has been reported by the President as required by 
the Battle Act is a case that you may have heard of.. It has been 
reported to the Congress and discussed in the Senate. This was the 
case of some oil well drilling equipment to the value of something 
like $250,000 which was sent from the Netherlands, I believe, to 
Poland. This constituted the final shipment of an order that had 
been placed and accepted in good faith a number of years before 
passage of the Battle Act and had been paid for by Poland. 

For the quantitative control of less strategic but nevertheless 
important items, there has been—though it has been only 6 of 7 
months since the act was passed—some very good progress as a result 
of common efforts in that direction. I may say it is a fact that there 
is an embargo on shipments to China of items of strategic importance. 
There may have been such shipments prior to that embargo, which I 
believe, Mr. Martin, was voted by the United Nations; is that not 
correct? 

Mr. Marrtry. That is correct. 

Mr. Woop. The embargo was undertaken by all members of the 
United Nations. Rubber does not happen to be an item—and this 
conclusion has been reached after the most careful consultation with 
experts, not only within the Government, but also among the large 
rubber companies of this country—of prime strategic significance. 
Therefore there have been some shipments, decreasing as compared 
with previous years, from certain of the far eastern countries to the 
Soviet Union and its satellites. I can only say that the kind of abso- 
lute, rigid requirements which I think in perfectly good faith have 
supported by men of intelligence and good will in the situation, the 
kind of rigid embargo on everything that conceivably might, looked 
at by itself, be useful in building the military potential or the economic 
base supporting the military potential of our enemies, is something 
which the experts can show would not really be in the interest of our 
total security and that of our allies, 


FOREIGN TRADE POLICY 


The policy that has been followed throughout, and it seems to be 
a wise one, is that in this matter of East-West trade we look for the 
net advantage to the one side or the other; we do not concentrate 
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entirely on the effects of shipments that we, or our allies, might make 
to the Soviet Union and come out with the conclusion that because 
they are useful to the Soviet Union we must stop them without any 
consideration of the flow of trade the other way. 

There are items which some of our allies in Western Europe must 
receive from the Soviet Union and its satellites unless they are to be 
very seriously weakened. The problem then becomes one of making 
sure that we, as good Yankee horse traders, get the benefit of the ex- 
change, and I believe that is the objective, and I believe it is being 
reasonably well followed out. 


EXAMPLES OF DISADVANTAGEOUS TRADING 


Mr. CLevencer. My question did not arise from idle curiosity. 
I voted on two or three occasions to provide hundreds of millions of 
dollars to accumulate strategic materials for my government. 


MOLYBDENUM 


Now, you probably remember the incident when there were about 
200,000 casks of molybdenum that accumulated at a high price. This 
was requested by one of the biggest recipients of this aid program and 
50,000 casks of that molybdenum went on through to Russia. I 
happened to be on the subcommittee that appropriates for foreign 
and domestic commerce, and we had to wait until we were apprised 
by the press of the shipment. The claim was immediately made to 
me, and it is a matter of record, that 150,000 casks of that were stopped 
and never reached Russia. In fact, they claim that they did not reach 
Great Britain. I can neither affirm or deny that. 

But I do know that the rubber price has doubled and trebled when 
we were accumulating a surplus of that material for our war stocks. 
And now, after the Government owns a lot of it, we suddenly find 
that there is plenty of rubber and we get out of the market and the 
price drops in two. 

The English have a word for it. We have been had. We have 
been had to the extent of double the price of normal rubber, and then 
after we have accumulated it and stockpiled it we let the rubber 
people make their own contracts at a more advantageous figure. 

I am just wondering where this Yankee horse trading begins and 
where we have had some of it. 


TABLE GLASSWARE 


I can tell you another one. There are thousands of glass workers 
in my State that cut table glassware, that are out of work right now, 
and many have been for 2 or 3 years because one department of our 
government allowed to come in from Poland, cut glass on a pound 
blank basis, so what Yankee horse trading was there when we put 
thousands of Ohioans and West Virginia glass workers on the street? 

Mr. Woop. Is that still going on? 

Mr. Cievencer. I do not know, I hope not. They tell me it is 
not but, from time to time, I have had to step into the situation, be- 
cause I have had a little merchandizing experience myselt, for 37 
years, before coming to Congress, and I imported things from these 
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countries and I knew the answer. I went out to lunch and met with 
the glass people from my State, and with the union in this industry, 
and the owners. They came down here in their distress to talk to 
us, to find out what was wrong. 

For instance, they had a tray—just to give you one example—which 
they bought here in Washington in a retail store for $6.75. The 
testimony both of labor and management was that it could not have 
been sold for less than $9, if made in the United States, at the pre- 
vailing rate of wages. I told them the price that I thought they would 
find was the landing cost to the store in this city. What do you think 
it cost? $2.25. They sold it at a profit of 300 percent and they 
undersold America by 25 percent, in our own market. And that 
money went to an enemy country. I do not regard Czechoslovakia 
under the domination of the Communists as anything but an enemy 
country. Of course, I may be speaking out of turn here; they are not 
a belligerent. But their slave labor put thousands of the people in 
my State on the street. 

The same thing has happened in a hundred other lines. Americans 
were put out of work. Look at your jeweled watch industry, your 
glove industry. They both got the same treatment. And it will only 
ot commence again when we restore this industrial potential in 

Surope and once more they will swamp us with their products, because 
they do not pay the standard of wages that we pay. 


BALANCE OF TRADE ARGUMENT 


You know, the best answer that I have ever gotten as to why they 
permit that stuff to come in here is that we want to give a dollar bal- 
ance to some of these people, so that they can buy things. I would 
not give them a breath. ; 

Mr. Woop. They said that about Czechoslovakia? 

Mr. CiLevencer. Surely. They wanted to give them a dollar 
balance. It would have been bad enough if it had gone to the public 
store and were appraised and assessed at regular rate of duty, which 
had been cut in two under the reciprocal trade agreements. But that 
was not done. It came in in packages. 

I happen to know of a friend of mine who was a merchant who 
bought $8,000 worth of that glass and in 3 days sold some of it for 
$24,000 at retail, and had a lot of glass left. And they wonder why 
our people are walking the streets. 

I have heard this story about Yankee horsetrading, but I have 
never seen any of it. I was an American trader with these countries 
before the First World War, with practically every one of them. 
Some of them are now nonexistent. I had done business with every 
one of them. 

I do not think that we have thrown any security around our supply- 
ing of this money and material and credit to these people, which they 
are supposed to use for the purpose of defense. And I am not so sure 
that war materials will not find their way into the hands of govern- 
ments who are supplying these.people who are killing our sons. And 
we are supplying them ostensibly for their own defense. 

I just want to be sure that we are not made monkeys of any longer, 
Mr. Wood; that is all. I am just an American that is concerned. 
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Mr. Woop. Mr. Clevenger, this is a very, very important and com- 
plicated and difficult question as your own remarks indicate. And 
it is a question which the House Foreign Affairs Committee, or a sub- 
committee thereof, under Mr. Battle, went into in great detail—this 
question of shipments to our enemies. And out of that came, on both 
sides of the aisle, after the most careful study, this legislation known as 
the Battle Act. 

Mr. Gary. And they went overseas and made some investigations 
over there? 

Mr. Woop. They looked into the matter overseas, yes. We are 
extremely eager, because of the importance of this, to have as many 
people, particularly in the Congress, who have the time and are inter- 
ested in this subject, well informed on all aspects of it, and I weleome 
your sort of interest. 


RESPONSIBILITY FOR SITUATION 


Mr. Cievencer. Do you know how many departments of the 
Government I had to go to before I got the story about the admission 
of this glass? Commerce knew nothing of it, and they made me be- 
lieve that, and I did believe it. The State Department did not know 
much about it. But there was a third department of Goverhment 
that had admitted it, without sending it to the public store for public 
appraisal on its value. They just put a pound rate for blanks on it 
and a nominal duty on it. 

I am not interested in helping Czechoslovakia to that extent. I 
think it is tragic that such a wonderful country, with such a wonderful 
culture, is under the heel. But who put them there? There have 
been men mentioned in this room this morning who had a part in that 
program. ‘They went over there and engineered the deal whereby our 
Government put Czechoslovakia and seven or eight other countries 
behind that iron curtain and at the mercy of this ungodly outfit domi- 
nated by Russia and the Communists. Here were 12 million Christian 
people; Czechoslovakia had one of the most marvelous economies and 
culture of any European nation. Today it is just a toady to commu- 
nism, with all hope gone. And we did it, were a party to it. 

Mr. Woop. Interpretations of history are difficult, Mr. Clevenger. 
I should respectfully differ with you that we put Czechoslovakia under 
that heel. 

Mr. CievenGer. One of the men who heads this very program went 
over there, went to Potsdam and put those people under the heel of the 
Communists, those people in all of Central Europe. He was one of the 
engineers of this program. I could be forced to name him, but out of 
mercy, I am not going to. 

But it is time that we stopped being duped by people who are 
sympathetic to this sort of thing. Because our people are fast 
running out of money. This $8 billion I would gladly saddle on my 
people if I thought it was going to stop this, but I do not think it will. 
I hear some of them talking about a continuing program for 30 years 
in order to try to stop this communistic aggression. That is what 
discourages me. We cannot carry this on for 30 years, nor for 13 
years nor for 10 years at the rate we are going. 

Mr. Gary. Mr. Clevenger if it had not been for the men who 
handled this program for Congress, if we had cut out all help, in my 
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judgment Europe today would be under the iron heel, with the possible 
exception of Spain. 

Mr. CLevencer. The most tragic thing in the world was the case 
of the Poles, who were fighting with the British forces, who were un- 
able to go home, 250,000 of them. Their country was given up and 
divided. Even the resistance Poles who lived in the forests were jack- 
knifed or leap-frogged back into eastern Germany, and could well form 
the basis, be the ferment for another great world conflict maybe 25 or 
30 years from now as the pressures of population take effect. 

There has been absolutely no horsetrading that I can see in the 
record of our diplomatic affairs in Europe, or in Asia, either. I have 
seen that continent go—and they were traditionally friends—by the 
hundreds of millions, and they are now implacable enemies. 

Mr. Woop. Mr. Clevenger, as you, of course, know, we did have 
agreements which were not lived up to by the enemy, that provided 
for fair, full, free elections and independence for these countries. 

My own interpretation of history—and I have had a small part in our 
affairs during and since the war—is that granted the unwillingness 
to carry out those pledges made on the part of Russia, the only way 
in which we could have prevented this happening was to have marched 
our armies in at that time and prevented it by force. 

Perhaps that might have been wise at the time. It certainly did 
not look so and I very much doubt myself, being an American and 
having some feel of American public opinion, that American public 
opinion would have supported that particular action right after the 
war. 

I may be 100 percent wrong and IT am not trying to argue with you. : 
I am trying to state my views as to what the situation was at that time. 

But I would be very eager to do this. Under this administration of 
the Director for Mutual Security, there is an officer that has responsi- 
bility for the carrying out of the Battle Act, who spends full time, with 
his staff, on it. If you had the time, I would be very eager to arrange 
for him or some member of his staff to come and lay before you some of 
the confidential figures on these shipments. 

Mr. CLevenGcerR. You realize why I stuck my neck out here this 
morning and made this statement. I did it because I do not want 
history to record by my silence here that I was in favor of this sort of 
thing. I have been speaking this way for a dozen years. 

I actually wept when I saw what was done in Europe to negate the 
wonderful efforts of our Armed Forces in winning this victory. I have 
seen a square mile of holes where squadrons of American planes were 
blown up with a demolition bomb in their cockpits. The general 
here has probably seen them, because a general showed them to me. 
And yet that was before we had attained peace or imposed our will, 
the will of the American people, on the others. 

And yet, 3 months before the armistice, we could have had the 
surrender of Germany, and in all of C zechoslovakia or Hungary or 
Austria, there was not at that time a single Russian soldier. That is 
when I began to see that my nephews had shed their blood in vain. 
And I do not want to be led into another shambles with a bunch of 
politicians making the terms. I would rather have a General Staff 
make the terms, as they were made at Appomattox, which resulted in 
peace, in the reunion of this country. I would rather have a General 
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Grant sitting across from a General Lee and saying, ““You need these 
horses to put in the spring crops. Take them home.” 

I cut my teeth on the butt of an old Confederate pistol that came 
out of the valley of Virginia, when I was on a ranch in the West. I 
could never tell the soldiers of the North and the soldiers of the South 
apart. The only one that was not forgiven was the politician who 
stayed at home. My parents both were war orphans, but they taught 
me that the Confederate soldiers were not Johnny Rebs, they were 
not despicable people, but were Americans who had made a mistake. 

The next time we get into a war I hope to God that the commander 
in the field makes the terms of peace and that the job is not turned 
over to somebody who will give the victory away. I have seen it done 
twice in my generation in two great world wars. 

I am very much afraid of this stalemate over there now, which to 
me does not look too hopeful. 


BASIC ISSUE INVOLVED 


Mr. Woop. Whatever the difference is between us as to our inter- 
pretations of history, I make bold to say that I think you and I 
agree wholeheartedly on one thing, which is that we are under the 
most severe threat from the power that has done these things that 
you and I so gravely deplore. And the reason we are up here and 
talking to this committee today is to try to build a security system 
that will prevent that power doing in Western Europe and in the Far 
East those things which happened in Eastern Europe and in Czecho- 
slovakia and elsewhere. 

Therefore it seems to me that the real issue that the Congress in 
its wisdom must decide here is, Do we meet that threat and, if so, is 
it better to meet it together with allies who might otherwise fall 
under this heel, as Czechoslovakia has done? We can have those 
allies, and they are stanch allies, and we can get, as General Olmsted 
has indicated, a very much larger defensive force by following this 
course, per dollar of our support, than we could in any other way? 

That, it seems to me, sweeping aside all the details which must be 
gone into, is the real issue before this committee and before the 
Congress and before the American people. And I believe so pro- 
foundly from my experience that this is the way to do it that ] am up 
here, spending all my time and energy, trying to lay before this com- 
mittee the facts that have convinced me that that is the case. 

Mr. CLevenGcer. I am just afraid that my country will not have 
resources enough to sustain this program. 


ADHERENCE TO REQUIREMENTS OF BATTLE ACT 


Mr. Gary. Mr. Wood, is the MSA at the present time following 
the provisions of the Battle Act completely? 

Mr. Woop. Yes, Mr. Chairman. The MSA is following the pro- 
visions of the Battle Act. In fact, it is the law which has to govern 
the United States Government. Wherever there are any shipments 
of items which must be embargoed under the law, it is incumbent upon 
the MSA and the President either to cut off aid or to grant an exception 
on the basis provided in the Battle Act, and report the granting of that 
exception to the appropriate committees of Congress. 








422 


FRENCH RESERVES 


Mr. WiaGLeswortH. You have indicated the utilization of $107 
million worth of French reserves. 
(Discussion off the record.) 


ITALY 


_ Mr. Gary. We will next take up Italy and in that connection 
insert in the record pages 56 and 57 of the justifications. 
(The matter referred to follows:) 


Iraty (INCLUDING TRIESTE) 


Defense program.—ltaly’s defence effort is severely limited by its proverty. 
Moreover, until the last few months, the terms of the Italian peace treaty had 
for years placed limits on its military force. Despite the limitations inposed by 
its low level of income, Italy is now making a strong effort to build up its defenses. 
Italian troops are well trained and Italian industry will turn out a substantial 
amount of major military matériel in fiscal year 1953. Italian defense expendi- 
tures in fiscal year 1953 are estimated at $1,010 million, a $65 million reduction 
from the $1,075 million estimated on the basis of the originally programed defense 
support. 

Economic situation.—Italy has few natural resources, a large and growing 
population, and serious unemployment. It is dependent on imports for much 
of its raw materials, practically all of its fuels, and some part of its food supply. 
It has large fabricating industries—mostly in the north—a considerable part of 
whose capacity is currently unused. The southern half of the peninsula is chron- 
ically depressed, with an extremely low standard of living and excessive unemploy- 
ment and underemployment. Italy imports many raw materials from non- 
European sources and sells a large part of its products to Europe, with resulting 
payments difficulties. 

Despite current record levels of industrial production, and agricultural output 
higher than prewar, the continuing fundamental need in Italy is to bring together 
underutilized resources for productive use, in order that a further expanded gross 
national product may make possible a larger defense effort. An increase in gross 
national product of 4 percent, or $671 million, in necessary in fiscal year 1953 
to meet even the reduced defense expenditure target shown above. Such a 
program of economic expansion is no less important from a political and social 
aspect than from that of economics or defense. The Communist Party will 
continue to have a large membership among Italian workers as long as unemploy- 
ment and low living standards persist. 

In the past year Italy reversed its debtor position in the European Payments 
Union and became a net creditor, but this favorable situation will be greatly 
affected by restrictions on imports recently imposed by the United Kingdom 
and France, which traditionally make large purchases in Italy. Moreover, Italy’s 
increased defense production will cut into its exportable surplus. 
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Italy (including Trieste)—Continued 
FOREIGN TRADE 
{Millions of dollars equivalents] 
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TT SS ae i a a Soe | 1,500 | 1,440 2,119 
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To OEEC countries.._______- Bo ty See, BeBe Stes A pre ek Ce aa ere ia: | 505 617 838 
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Volume of trade (index 1948= 100): j | 
Imports 110 | 118 135 
oy: ; | 111 | 139 147 

| | 
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Unemployment: Registered (thousands) (December 1951) -......_..-- aie ect See Ae 1,871 1,823 

IRIE NIN 00 5 Se cg er pes se a cones be nd ah das dbsed snags cel ancg~<osere[enascoe-.e 

USE OF RESOURCES 
[Millions of dollars equivalents] 
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(current on year 
prices) 952 prices) 
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Investment: 

Private and Government, amount..........-.....222.0.22.2 0. : 2, 534 2, 700 
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Military: 
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Italy (including Trieste)—Continued 
GOVERNMENT FINANCES 
[Millions of dollar equivalents] 























U.S. fiseal | U. S. fiscal 
year 1952 | year 1953 

Revenue and expenditure—Central government: 

RESO gh SS a na Si Sea ae eA, EL 2, 443 2, 747 

Total expenditures _______.__..- 1 eS TES Ee RD, Shreve Siac, Hoye ae Ne 3, 252 3, 563 
Tax receipts: 

All levels of Government: 
pi Rey eect te ae Be A pa a ee nO ES apr + | ERG Peerage aes 
a Seti Cdansiee ee eae rdlanktieie paces ~ Bh sheen ate 
Central Government: 
EE he sick eets octet etn atdee cane Lateee etcaiowhuonwe oa see sae re Sages Sas ie 
ep RUS ares ef a pope te Sa cep eR Sales oie este | ON Cards. ape 
| 
1950 1951 

Gross debt outstanding—Central government: June 30 

CITIES, 2S RRR Be Cie a Sie Neg A 4,822 5, 165 

Pura OG oi ee I LE a Oe ee eo eee e 35.0 34.0 

| 
GOLD AND SHORT-TERM DOLLAR ASSETS (INCLUDING TRIESTE) 
{In millions of dollars] 

NINE BOND i ocd. oxcitcncera sida ndopeins b> eee Sap kee a aaa ees We nbc cacededbukenian 542 
Se eee cate aad ie nrwletad scat peed apline oe Le eee rikhe ax bahestneen poe 543 
nese ea, Seal ete, ce eee 577 
p> EOE re eet oie ehiineidnlehions SSE Re te CS ie a S:dotseiar pL atl gute odin taped sale nea an sbaaagntate meena 538 
RTI UR i 0s. Ah taihin Sth gc hinecteW aleacn <b ah thale Glan Re eh SEA sled sae m gaa oe 641 
gS RE SS Leese SRE ar es Beene ean ee Ce 633 
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Area (square miles) ___..-..------- -ciepbedcactasia teste idee seh cnawinnhouscdad eet 116, 224 
Population (thousands) ---...-......-....-- SSE ee ee SS istmiciante cake | 42,700 47, 000 
GOLD AND DOLLAR TRANSACTIONS 
{In millions of dollars (Current prices)] 

| 
| U.S. fiseal | U. S. fiscal 
| 3 year 1952 | year 1953 
Imports (1. 0: :b.) 26.4. << ee re = ee ee eS ee | 583.9 | 633. 6 
oe AS 2 ERE Syne 9 REE ah ae Way Si Eee Sooner eee | 241.9 | 228. 8 
United States offshore procurement program ARB LSS + ALE aa a PR OO | 6.5 | &3.4 
COR RINE en RINE BIN i oo oc oon ween ceed eccchemalacaealetad +198. 3 | +148.9 
nO tT ORRIN an a cc rockin epccin enews wens uSan wennnaws caeenkas es —137. 2 | —172.5 
Method of financing 
bn 5 ee ns iotcecaeedine bose hsweseconwasccougaeT’ i 1(—85.0); 25.0 
RO NN i india nd ieaduciateeistasicesiedsccelee sete yn tts sua wlawibes 59.7 70.0 
United States defense support .__...-....--.--.------- hveeedswicts ijecupeweeuoveess | 162.5 77.5 





1 Accumulation of reserves. 
MILITARY ASSISTANCE 


Mr. Gary. General Olmsted, we shall be glad to hear from you 
with respect to Italy. 

General Oumsrep. Mr. Chairman and gentlemen, on the photostatic 
sheet you have the original proposed amount of military end-item 
aid for Italy divided into the categories for Army, Navy, Air Force 
and training. On the second photostatic sheet, are the major end 
items intended to be procured with these funds. 
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In the other photostatic book you have the picture of the growth 
of the Italian armed forces readily mobilizable as of the Ist. of 
January 1951 and 1952 and our estimates for 1953. 

You will note that during the calendar year 1952 we anticipate a 
rather measurable increase in the size of the readily mobilizable 
Italian forces. 

I will tell you off the record what we expect that to be in terms of 
effective military units. There are certain divisions. 

There are certain naval vessels. 

There are certain naval aircraft and certain aircraft for the Italian 
Air Force. 3 

This bar on the chart shows the increase in force that we expect the 
Italians to bring in during the calendar year of 1953 for which we are 
programing. This does not show the anticipated increase in 1953, 
but only the increase they reach at the beginning of that year. 

That column on your right, therefore, is the increase during the 
calendar year 1952. 

You will note that proportionately the askings for Italy in 1953 are 
higher. The peace treaty limitations imposed upon the Italians in 
the development of their armed forces have now been relaxed. Italy 
is enabled to proceed with a build-up of her forces. 


IMPROVED DEFENSE POSITION 


Significant actions taken during the last year toward an improved 
defense position in Italy include: (a) the effective term of national 
service of Army personnel was increased from 12 to 15 months; the 

eriod of service for the Navy personnel is 24 months and the Air 
orce varies from 12 to 14 months. 

Personnel strength of their combat divisions was increased ma- 
terially. 

Numerous corps and army combat-support units were activated 
during the year. 

The over-all combat effectiveness of the Armed Forces is improving. 

The shortage of equipment and lack of reserve training program 
is our chief problem there. 

Training in all three Services has improved but not to a satisfactory 
degree. Obstacles to satisfactory improvement have been lack of 
suitable training areas for the Army; lack of training items—am- 
munition, fuels and other materials, as well as a shortage of junior 
officers and non-commissioned officers. 

In the Air Force conscriptees must be given more than basic training 
if a satisfactory reserve manpower pool is to be built up. School 
capacity is adequate for the Navy, but not adequate to the demands 
for the build-up of the Army and Air Force. 

The morale of the Armed Forces has shown material improvement 
during the last year. We believe that with the more rapid delivery 
now of their equipment we will get a continuing improvement in the 
general morale of the forces. 

With your permission now, I would like Colonel Klein to present the 
details of the Italian Air Force program to be followed by the Navy 
and the Army. 
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AIR FORCE PROGRAM 


d Colonel Kiern. Mr. Chairman and members of the committee: 
} Our 1953 Air Force program for Italy is a continuation of the 1950, 
1951 and 1952 programs. Collectively these programs are designed 
to provide the deficiencies in the requirements 2s the units that Italy 
has committed to NATO in the defense of Europe. 
Italy, unlike some of the other European countries, had quite an : 
effective Air Force during World War II. They have had a back- i 
ground of experience that makes us confident that they will be able 
to create, again, an effective Air Force. And I am sure that our 
confidence is well founded. Anyone who had occasion, as I did in 
World War II, to confront the Italian Air Force, will attest to the 
fact that they were effective. They not only proved that they could 
design and produce effective combat aircraft, but they proved that 
they could support an Air Force and make it quite operationally 
effective. 

In our prior years’ programs, the 1950, 1951, and 1052 programs, 
we provided reciprocating engine fighter aircraft. These programs 
also provided for some jet fighter bomber aircraft to replace the con- 
ventional aircraft. We provided also jet reconnaissance aircraft, and : 
transport aircraft. : 

The number of transports and fighter bomber aircraft programed : 
previously satisfied the peacetime attrition requirements for these 
treaty-limited units through June 30, 1954. Aircraft spare parts were 
included for the United States equipment to permit normal operation 
through June 30, 1953, and these previous programs also contained 
support equipment, including electronics, for the combat units and 
their supporting units. 

The 1953 program for Italy will provide additional jet fighter 
bomber aircraft and jet tactical reconnaissance aircraft for peace 
attrition requirements through June 30, 1955, for the units mentioned ' 
previously, and also will provide the necessary support equipment to 
complete the equipping of these combat units and the required support 
units. 

It will also provide aircraft spare parts for the United States 
furnished aircraft scheduled to be on hand through June 30, 1954. 

It contains an additional number of jet aircraft, as initial equipment 
and peace attrition, for certain day fighter squadrons. 

At this point I would like to distribute to the committee members 
copies of our fiscal year 1953 Air Force program for Italy which shows 
the major items of equipment that we plan to provide under the 
original request. 

Mr. Wieciteswortn. If I understood you correctly, the number of 
planes that you have given us for the 1953 program does not seem to 
check with the number given in the confidential photostat sheet. Is 
that because there are some Navy planes? 

Colonel Kuiern. The rest are Navy aircraft and liaison planes for 
the Army. 

I will be glad to answer any questions you may have concerning any 
of the items that are on the program. 
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SPECIAL-PURPOSE VEHICLES 


Mr. WiaaLteswortu. I notice you have trucks in here that are 
going to cost $20,000 apiece. 

Colonel Kiern. Those are the large wrecker trucks. They are a 
special type—what we call a special-purpose as opposed to general- 
purpose vehicles. They are used for clearing away aircraft wreckage, 
taking it off the runway; swinging engines and that sort of thing. 
Again that is one of the items where it is far more economical in the 
long run for us to provide it than to have them tool up and try to 
manufacture a piece of special-type equipment like this. 

Mr. Gary. These have cranes on them and equipment for handling 

lanes? 
: Colonel Kier. Yes, sir. They go out and actually pick up a whole 
aircraft and cart it off to the repair shop, or to the dump whichever is 
most appropriate. 

Mr. Wiaaueswortu. I notice you have ‘‘rocket aircraft’? here of 
all types. Are you sending those into Italy? 

Colonel Kiern. No sir, they are not rocket aircraft. They are 
rockets to be fired by aircraft, It may be we can procure some of 
those offshore, in Italy or in some other country. 





NAVY PROGRAM 


Mr. Gary. We shall hear from the Navy now. 

Commander Danrortru. Mr. Chairman and members of the sub- 
committee: 

General Olmsted has pointed out the fact that the treaty limitations 
imposed upon Italy provided restrietions on the size of Italy’s military 
forces. Since the lifting of those limitations we have increased our 
program. The Navy has increased its tonnage in ships projected for 
transfer to Italy. 

I think that in the interest of saving time we can go directly to the 
programs and look at them off the record. I can say on the record 
that we have a total of 23 ships, without going into the types. 

(Discussion off the record.) 

Mr. WiaeLeswortH. You are going to add 23 ships of various 
kinds? 

Commander DanrortH. Some of those are ships which have 
been delivered in previous MDAP programs. 

Mr. WiaeLeswortH. In addition to that, you have some aircraft 
in here? 

Commander Danrortn. Yes, sir; those are provided under 
“excess.” 

Mr. WiaGLteswortH. Excess to our needs? 

Commander Danrortnu. Yes, sir. 

(Discussion off the record.) 


ARMY PROGRAM 


General Otmstep. Colonel Corbett. 

Colonel Corsetr. Mr. Chairman and gentlemen, I have just 
handed you a copy of the matériel program for Italy for fiscal year 1953. 
This program is designed for three purposes, first, to provide mainte- 
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nance for equipment that has been furnished previously; second, to 
provide equipment to bring units now in being up to an acceptable 
standard of combat efficiency, and to provide the minimum essential 
equipment for the units coming into being this year, and third, to pro- 
vide a small reserve of ammunition. Due to funding limitations there 
is no reserve combat matériel provided. 

Mr. Gary. Off the record. 

(Discussion off the record.) 


FORMER TREATY LIMITATIONS 


Mr. WieGLeswortH. What was the treaty limitation as far as the 
army was concerned, either on or off the record? 

Colonel Corserr. 250,000 men in the army and federal police. 
I do not recall the number in the navy and the air force. 

Mr. WicGLteswortn. And that was relaxed, as you say, in the 
calendar year 1951? 

Colonel Corserr. In the calendar year 1951, yes, sir. 

Mr. Wiecieswortn. Off the record. 

(Discussion off the record.) 

Mr. Gary. We will recess until 2 o’clock. 


DEFENSE-SUPPORT PROGRAM 


Mr. Gary. The committee will come to order. We will now take 
up the defense-support program for Italy. 

Mr. Cievetanp. Mr. Chairman, you have before you the basic 
figures about the Italian economy and the relationship of the defense- 
support program to both the internal and external situation. 

I might say just a word or two about the character of the problem 
in Italy, looking at it from the economic side, and how that relates 
to the country’s defense expenditure. 

As you know, Italy is a country that is largely devoid of natural 
resources. It has very active, hard-working people, and it has some 
hydroelectric power to the extent that it can be harnessed through 
very large investment. It has practically no coal, and very little in 
the way of raw materials. It, is, therefore, as heavily dependent on 
the purchase of materials from the outside world as any country in 
Europe. 

The Italian defense program, the increase in total defense expendi- 
ture, depends on rapid growth in the economy. It depends ultimately, 
because of this heavy reliance on outside materials, on their ability 
to export and to earn foreign currency to pay for these materials. 

This year they are estimated to use an amount of Italian resources 
on defense equivalent to $811 million. 

Translating that figure into physical terms, this expenditure, plus a 
continuing expenditure at a higher rate, should enable them to provide 
for the Italian forces agreed to at Lisbon. It will also enable them to 
begin to exceed, now that the peace treaty limitation has been taken 
off, the 300,000 man limitation of their armed forces that has obtained 
hitherto. 

Mr. Gary. The request is for $77.5 million for Italy, is it not? 

Mr. CLEevELAND. That is correct, sir. 

Mr. Gary. For defense support? 














429 


Mr. CLeveLanp. That is for defense support, and that makes 
possible an Italian Government expenditure on defense of just over 
$1 billion, $1,010,000,000 on these projections. As you will see, the 
reason for the defense support, for the need for resources in the form 
of imported commodities and materials, is that they have to import 
$633 million worth of goods, and yet they are able to secure export 
earnings of only $228 million under present conditions. 


ECONOMY NOT FULLY UTILIZED 


Italy is one country, as you know, that has not fully utilized its 
economy. It has unutilized manpower, and it has unutilized facilities, 
particularly in northern Italy. It represents, therefore, the possi- 
bility of a very sizable use of the offshore procurement technique for 
using those men and those facilities, since the thing that prevents them 
from being used is a lack of finances in the Italian defense budget. 

We, therefore, attack the problem of lack of finance in the Italian 
budget through two methods simultaneously: one, through trying 
to get the Italians in a position where they can raise their own defense 
expediture, and buy more matériel, and pay more troops, and carry 
on the maintenance and operation of a larger military force; and, 
secondly, to use this pool of resources, particularly in the industrial 
area of the Po Valley in northern Italy, for the use not only of the 
Italian armed forces, but also the armed forces of other European 
countries through offshore procurement. 

Out of this $1 billion of defense expenditure projected for next year, 
they will have to spend about one-third on military personnel costs; 
$231 million of it, we now estimate they will be able to spend on 
production of military matériel, mostly in northern Italy. 

The more the Italian economy can be put to work, and it can only 
be put to work with imported materials, because Italy lacks the 
materials locally to do it with, the more those factories and that 
manpower in Italy can be made available for the general military 
purposes for which this program exists. 

On the matériel side they are going up from an expenditure this 
year of $135 million to an expenditure next year of $231 million. 
If it had been possible to give them the amount of defense support 
originally projected under the Lisbon plan, that figure could have 
been nearly $270 million for matériel. 

I would like to emphasize once again the direct relationship between 
the amount of defense support and the total production of military 
equipment, and the total amount of other kinds of military expendi- 
tures. There is a strong contrast between the situation here and that 
in the United Kingdom. I believe the total end-items program for 
Italy is a little more than twice the total end-item program for the 
United Kingdom, and this is partly because in the United Kingdom 
case it is possible for them to produce a much larger proportion of 
their total matériel requirements. Here, because of the limitation 
represented by this lack of raw materials from abroad, the possibility 
of increasing their defense production is considerably smaller. Never- 
theless, real progress is being made. 
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MILITARY GOODS MANUFACTURE 


There are a number of cases where the Italians are making military 
goods, not only for themselves, but for other parts of the NATO pro- 
gram. They manufacture military vehicles, noncombat vehicles, 
particularly. They are becoming an important center for the manu- 
facture of ammunition, both under their own program, and under the 
offshore procurement program. They are going to become, through 
arrangements now being made, an important center for the production 
of American-type spare parts for some of the capital equipment items 
being sent over under the military end-item program. 

If the Italian economy can do more along these lines, there will be 
less of a requirement for United States appropriated money con- 
stantly to buy the annual spare parts and maintenance needs asso- 
ciated with these military end items. 


POLITICAL SITUATION IN ITALY 





There is one other thing that should be mentioned about Italy, and 
that is, of course, that the political situation is very critical indeed. 
They are going to have an election next year. They have just had 
an administrative election is some of the municipalities in Italy. 
The indications are that the Communists have not been losing strength, 
and that some other groups, particularly the extreme rightist groups, 
the Monarchists and the neo-Fascists, have made sizable gains in the 
south. The antidote to this weakening of the political situation 
is to increase the total amount of business activity. This results in 
increasing the amount that is spent in a way so as to create employ- 
ment, particularly in the field of public works development. 

Mr. Gary. You stated that the elections showed that the Com- 
munists have not lost any strength. Did they show any appreciable 
gain in strength? 

Mr. CLEVELAND. My impression is that they came out about even. 
The primary marginal losses from the center parties, the Christian 
Democratic Party in particular, were losses to the Monarchists and 
the neo-Fascists; is that correct, Mr. Martin? 

Mr. Gary. (Off the record.) 

(Discussion off the record.) 

Mr. Martin. I think it is important to emphasize that this election 
was in southern Italy, and that in northern Italy these groups have 
never shown anything like ‘this kind of strength. Their over-all 
strength, taking account of northern Italy, where they are very weak, 
is only on the order of magnitude of 8 or 10 percent. 

Mr. Gary. There has been some of that in Germany, has there not? 

Mr. Martin. Yes, sir; there has been. 





IMPORTS FINANCED BY MSA 


Mr. Gary. Do you have a commodity breakdown for Italy? 

Mr. CLEVELAND. Yes, sir; we do, sir, and we can submit that in the 
record at this point. 

(The matter referred to follows:) 
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Iraty (INCLUDING TRIESTE) 


Estimated imports from all sources, United States, and MSA-financed for fiscal 
years 1951-52 and 1952-53 


[In millions of dollars} 









































Fiscal year 1951-52 Fiscal year 1952-53 
Commodity A ae ac | vais | ai 
United | MSA- Ake United MSA- 

Total | States | financed tal | States | financed 

Food and agricultural imports: 
SARS ES eT ee ae 333. 5 | 63.1 | 0.6 347.1 | We Poarconace 
Feed and fertilizer. _.-.............-.- 21.4 | 2.3 9 37.4 4 eae 
UN Scie inc sgeten'a pepsin 485.0 134. 5 47.8 502.6 | 141.2 | 28.7 
Other agricultural products. ........-- 80.6 | 11.3 11,1 84. 4 | MO as 
Total food and agriculturalimports.| 920.5| 201.2/ 482 > 971.5) 2331) 28.7 
Industrial imports: a P > sealer Si a wt 
OTE LESSER RS SEU ESaR Ey COA EES EP OE. 287.8 128.0 49.4 311.8 120. 2 | 20.0 
Industrial raw materials-_._.........-- 409. 5 47.7 11.4 400.6 39.3 4.1 
Capital equipment... ...........--.... 97.0 59.0 28. 8 106.3 | 63.2 ye 

Other manufactures and raw mate- 
apps Signal Aeterna ee rat 176.9 35.6 3.4 180.3 | 37.2 | 2.9 
Total industrial imports. .....-... 971.2 | 270.3 93.0 999.0 | 259.9 | 34.1 
Total commodity imports.......- 1,801.7 | 471.5] 141.2 | 1,970.5| 493.0 | 62.8 
SIR oe china ho onck conebiglaine acetcelaneenaban - 3 2 ee Sb ecco | 14.7 
Total MSA defense support program.|_........-|.......--- Af | eee | acl 77.5 
| EE PP SERS OY SS RR EE ie Eee | Wait eben sdgacas ity wt Kg beet gate! |---------- 77.5 

' t 











1 In some eases, MSA-financed commodity imports are mins primarily because procurement authoriza- 
tions outstanding as of June 30, 1951, were canceled or decreasad after that dite and the adjust ments exceed 
the total of actual or nrosnective issuance of procure ne it withorizations during fiscal year 1951-52. 

3 Includes $3,218,000 advanced out of 1950-51 funds and obligated prior to June 30, 1951. 


MONETARY POLICY 


Mr. Gary. The table on page 57 of the justifications shows that 
there has been a very gradual and substantial increase in the index 
of industrial production and in the index of agricultural production, 
whereas the March figure in the wholesale prices is less than the 1948 
figure, which is one of the few places in which that occurs. 

Mr. CLEVELAND. As you notice, the variations in the Wholesale 
Price Index, except in the business recession they had back in 1949 
and the early part of 1950, have not been very great from the 1948 
level of prices. 

The Italians, with the fear of inflation, have had a very conser- 
vative monetary policy. Their chief problem over the last 2 years 
has not actually been the threat of inflation, but has been the very 
high unemployment, and the reluctance of the people responsible for 
credit policy and investment policy to put enough money into the 
economy to make a real dent on the unemployemnt. The fact that 
unemployment has remained relatively high is one of the things that 
has made for real difficulties politically. It has also resulted in much 
pressure for emigration, as you know. 


" 


TAX REVENUE ESTIMATES 
Mr. Gary. Why is it that you do not have any figures on the 1953 
tax receipts for Italy? 
Mr. Cieve ann. Well, I do not know why they are not in this 
particular compilation. 
28 
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We have made estimates of tax revenues for next year. Based on 
the situation as it would be with the amount of defense support now 
projected, the total revenue, and that includes in their terminology 
receipts from the sale of goods and services, the total revenue for the 
central government would be about $2,747,000,000. The total 
expenditures would be $3,563,000,000, or a budget deficit of about 
$816,000,000, which they largely finance through noninflationary 
means, and which is about comparable with the budget deficit they 
have had the last 2 years. 

Mr. Gary. But the tax receipts are less than they were in 1952 at 
that rate. 

Mr. CLEVELAND. No, if you look under revenue and expenditure 
of the central government the tax receipts are greater. 

Mr. Gary. Well, you said the total amount. 

Mr. CLevetanp. On all levels of government; I believe that the 
estimate for all levels of government, including the local governments, 
has not been made. 

Mr. Gary. If any of those figures are available will you insert 
them in the tables that are in the record? 

Mr. CLeveLanp. Yes, if a projection is made. 

In the case of most of the countries, the projections, (which are 
partly based on the countries’ own statistical forecasts) for local 
government taxation and local government expenditures, are not 
available as far in advance. I think that there are only one or two 
countries in which the projection is actually made. Turkey is one of 
them. 

Mr. Gary. France is another one. 

Mr. CLevELAND. Yes, sir, France is another one, as we have al- 
ready indicated. 

Mr. Gary. Where those figures are available, please insert them. 

Mr. CLEVELAND. Yes, sir, we certainly will. 


FINANCIAL RESERVES 


Mr. Gary. Last year it was estimated that the Italian program 
would result in no change in reserves. Page 57 shows an increase of 
$85 million in reserves. Why should not all of this instead of only $25 
million be used next vear? 

Mr. CLevELAND. Well, the level of reserves of the Italian Central 
Bank has been going up gradually. As you will notice it has gone up 
in the whole period from September 1949 to the present time by rather 
less than $100 million. 

The main reason for the recent increase in reserves is not actual 
transactions between Italy and the dollar area, but the fact that Italy 
started running a surplus in the European Payments Union, and it gets 
partial payment for the surplus in dollars. If, however, Italy begins 
to run a deficit—and, as you know, the European Payments Union is 
set up so that the countries can swing back and forth without major 
effects on their reserves—if they start to run a deficit, those dollars 
have to be put back into the European Payments Union. Therefore, 
there is a contingent claim on the Italians, with respect to any of those 
dollars, by the rest of the European countries. So that, to the extent 
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that this increase represents earnings by the Italians from the Euro- 
pean Payments Union it is not wholly fair to regard it as a permanent 
increase in reserves. It is, in effect, a temporary earning of dollars 
until the time when Italy changes her trade position within the EPU. 

Mr. WiecLeswortH. Well, you estimate the gross national product 
of Italy at $17,653,000,000. Out of that the federal government 
takes presumably $2, 747 000,000, or 16 percent, and for military pur- 
poses you have just over ’$1 billion or 5.7 percent. That last figure is 
very much below the percentage of other countries concerned, is it not? 

Mr. CLEVELAND. It is, sir. That is a reflection, of course, of the 
fact that the European countries have varying capacities to produce 
from their own resources for the defense effort. You can measure 
their capacities very roughly by looking at per capita GNP, the popu- 
lation divided into the gross national product. 

In the Italian case their per capita GNP estimated for nexf-year is 
$372, whereas, for example, in the French case it is $821, and in the 
United Kingdom it is $848. These figures refer to the average amount 
of goods and services purchased, or available to the average person in 
each one of those countries. So that while the French per capita 
share of the gross national product is a little more than one-third of 
ours, the Italian is about one-sixth of ours. 

Mr. Wiacteswortu. This does not show the militar y contribution 
prior to the relaxation of the treaty, I take it. That was prior to 1952, 
was it not? 

Mr. CieveLanp. That is right. I can give you the figure for the 
fiscal year 1951, which for Italy was $673 million, of which only $84 
million was spent on the production of matériel. That fact that it is 
going up to $231 million means that they have more than doubled 
their production of military eouipment in the last two years on the 
basis of these projections. 


DECREASE IN EXPORTS 


Mr. WigeieswortnH. On the balance of payments yardstick you 
show $633 million of imports, an increase of about $50 million over 
the current fiscal year, and $228 million of exports, or about $13 
million less than in the current fiscal year. Why is there that de- 
crease in exports? 

Mr. CLeveLAnp. That is the product of two major factors, both 
of which I mentioned before in connection with France. One of them 
is the difficulty that every exporter of textile products is having in 
marketing its goods. That is true of France and the United Kingdom 
too. It is behind a sort of a local depression in Lancashire, for 
example, in England. 

The other major factor is the fact that the Italians are diverting 
to military production some of the facilities that would otherwise 
be used for civilian production for export. For example, they are 
exporting automobiles, civilian type automobiles which will un- 
doubtedly fall off next year, as they get into very sizable production 
of noncombat military-vehicles, in such plants as Fiat, Alfa Romeo, 
and so forth. 
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DECREASE IN OTHER RECEIPTS AND PAYMENTS 


Mr. WicGieswortH. You have an item in here, “Other receipts 
and payments—net”, which shows $148.9 million for 1953, or a 
falling off of about $50 million as compared with the current fiscal 
year. What is that item? 

Mr. CLeveLAnp. That includes freight payments, and it also in- 
cludes remittances. 

Mr. WicGLeswortH. Remittances? 

Mr. CLeve.anp. It includes all remittances of Italy’s migrants, 
and includes United States military expenditures in Italy. 

Mr. WieGiesworts. Why the drop of $50 million, or almost 25 
percent in that item? 

Mr. CieveLanp. On the payment side it is estimated that the 
total payments that they would have to make in 1952-53 would 
be $143.8 million. The biggest item in that by far is payment for 
freight, $100 million, which is estimated to go up by $15 million from 
$85 million in previous years. The main reason for the increase in 
freight payments is the increase in imports, with which are associated 
dollar payments for freight where the imports come in in United 
States vessels. 

Mr. Wiacteswortn. That does not explain the $50 million? 

Mr. CLEvELAND. On the payments side, the difference between last 
year and this year is that last vear the total payments they had to 
make were $126 million, and this year $143 million—last year being 
the current fiscal year. 

When I say “this year,’’ I mean the appropriation year that we are 
talking about at this time, 1953. So their paymeuts are up. 

On the receipts side their receipts are also up from $194 million to 
$233 million. 

Mr. WiaeieswortnH. That is $39 million. 

Mr. Cievetanp. Yes. The main change there is on the United 
States military expenditures which have gone up and which can be 
expected to go up as a result of the increase in military operations in 
Europe. 

Mr. WiacGieswortH. You are now $24 million ahead of the game 
and you are trying to explain a loss of $50 million. 

Mr. CLevetanp. We are not through the whole story. On this 
item here, we have aggregated all the receipts and payments, both on 
current account and on capital account. The net operations on 
public capital account last year were almost exactly even, $800,000. 
For the fiscal year 1953 the public capital operations are $14 million. 
That is a payment of about $14 million more this year on public 
capital operations, including Export-Import Bank loans and other 
Pei loans for which they have to make principal payments in 
dollars. 

Mr. WiacGieswortnH. According to my understanding you have 
an increase in receipts of $39 million and you deduct two items ag- 
gregating $29 million, so you are still $10 million ahead of the game. 

The item that I was asking you to explain reflects a $50 million loss 
as compared to this year. 

Mr. CLeveLANnp. The figures that I have here, Mr. Wigglesworth, 
do not quite check out. I will have to check them and come back to 
this later, if I may. 





DRS ie PR I PERE 


pean ants 


Ra Ce ete 











wt 


— wee aS SS Oe a 


SS 


\ 


— | 


SS oe, ae. 








EPR ER RES NS itd ta ES 


435 


Mr. Wiaeteswortu. If there is a $60 million error in there it 
would be reflected directly in your advance net balance of payments 
which you estimate at $172.5 million, and which you propose to take 
care of by $25 million out of the Italian reserves, $70 million out of 
the pipeline and $77.5 million for defense support. I did not under- 
stand your reply to the chairman when he asked you why you limited 
the use of Italian reserves to $25 million when there appears to be 
$633 million on hand as of March 1952. 

Mr. CLEvELAND. That is right; those are the total reserves. 

Mr. WiaG.esworts. Why cannot you use more of the reserves 
than $25,000,000, or roughly 4 percent? 

Mr. CLeveLAnp. If you like, I can review figure by figure-——— 

Mr. WiaGieswortu. | do not want a detailed explanation. 

Mr. CLEVELAND. Let me give you the comparable figures for the 
2 years and the gold-and-dollar balance. 

Mr. WiaGLeswortn. I am looking at them in the table, am I not— 
$633,000,000 in March 1952, and the nearest thing to that is June 
1951, where it is $538,000,000. 

Mr. CLeveLaAND. That is right. 

Mr. Wice.eswortn. That is a build-up of $95,000,000 in 9 
months. You are proposing to take $25,000,000 to meet this adverse 
balance of payments? 

Mr. CLEVELAND. You will notice that the main effect of this table of 
gold-and-dollar transactions, or the main reason why there is a larger 
deficit next year, is that the imports are up and the exports are down. 
On the “other”? payments and receipts, the net receipts are down by 
about $50,000,000. 

Mr. Wiaca.ieswortn. I am just looking at the figures you have 
given us of $172.5 million, adverse balance of payments, and I am 
raising the two questions. First, there seems to be $60,000,000 that 
you cannot account for that might reduce that mathematically to 
$112,000,000; second, I am raising a further question why you cannot 
increase the suggested allocation from Italian reserves of $25,000,000, 
and thereby bring about a further reduction in the necessary contribu- 
tion from United States defense support. 

Mr. CLevetaAnp. This item of “other” receipts and payments is 
not comparable simply to the receipts and payments for services 
which I started to enumerate, and in which, on balance, they are 
doing rather better next year than this year. The big item where 
there is a decrease in their position that affects the dollar account 
in their trade with the European Payments Union; that is to say, all 
the other trade partners combined. 

This current fiscal year, 1951-52 they are running a surplus with 
the European Payments Union of about $293,000,000. That causes 
the Payments Union on behalf of the other trade partners to pay to 
Italy a total of $132,000,000. Next year we estimate their surplus 
will be much smaller; their surplus may be only about $90,000,000 
with the European Payments Union. That is the amount by which 
their exports to other European countries exceed their imports; the 
amount will go down a good deal next year. They would then 
receive gold and dollar payments from the European Payments Union 
of only about $45,000,000. That means there is a net difference from 
this vear to the next fiscal year of $132,000,000 minus $45,000,000, or 
$87,000,000. Taking that $87,000,000 worsening next year in com- 
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parison with this vear, and including it in a net figure that also in- 
cludes some increase in net balance on services account, and some 
increase in their earnings on capital account, you come out with a net 
figure shown in this item here of almost exactly $50,000,000 of loss. 
This is the item you originally asked about. The biggest single item 
in that account, in other words, is the EPU story. Because of lack of 
room, more than anything else, on this page before you, a number of 
different kinds of receipts and payments, including the trade with 
Europe, have been lumped together in a single figure. 


USE OF FINANCIAL RESERVES 


Mr. WieeieswortnH. It may be clear to you, but it is not to me, 
and I wish when you revise your remarks vou would try to put some- 
thing in shape that explains the difference between an apparent $10,- 
000,000 improvement that you first indicated and the $50,000,000 
decrease that appears in the table at the bottom of the page. Also 
I would like to get, and I have not so far heard any answer to the 
question that the chairman first submitted and that I subsequently 
submitted, as to why vou limited the use of Italian reserves amount- 
to $633,000,000 and reflecting an increase to the extent of about 
$95,000,000 in a space of nine months, ending March 1952 to $25,- 
000,000 in meeting the adverse balance of payments. 

Mr. CLEVELAND. The increase in reserve does not represent a great 
improvement in their trade position with the dollar areas; as a matter 
of fact, it is in the face of a deterioration in their trade balance with 
the dollar area. 

The main reason for this increase in reserves is this rather temporary 
phenomenon that by running a surplus with the European Payments 
Union they received dollar payments from the Union, this pool, which 
they will have to pay back when, as and if they get into a deficit 
position with the Union. It is assumed every country will fluctuate 
around zero in its payments with the Union. We therefore do not 
think it is appropriate to expect such countries to use those dollar 
earnings to pay for current imports from the dollar area if next year, 
or the vear after, they are going to find themselves having to pay them 
back to the European Payments Union. They would find that they 
no longer had dollars available to pay the Union because they would 
have used them for current imports from the United States. 

Mr. Wiaeteswortnh. It looks to me as if you have made provision 
for a very small utilization of those reserves. 


MEANING AND DETERMINATION OF PIPELINE 


I wish you would explain one other thing which I do not think you 
explained yet. That is, what the use of pipeline means and how you 
determine that figure. It appears in each one of these breakdowns, but 
I am not clear just how you arrived at it. In this instance it is $70,- 
000,000. 

Mr. CLEVELAND. Yes. 

Last year, or the current fiscal year ending at the end of this month, 
the total assistance from the United States is $162.5 million. The 
next year the total amount of assistance is projected at $77.5 million. 
In a situation where the level of aid is declining, obviously they are not 
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going to reach the end of the year with as large a difference between 
the obligation of funds and the expenditure of those funds as they did 
at the beginning. This would be true of any program. The term 
“pipeline” is simply a shorthand expression for the difference between 
the original use, or commitment of the funds, on the one hand, and the 
final arrival and payment of the goods 

Mr. Wice.eswortH. I do not understand how you arrive at 
$70,000,000 instead of $80,000,000 or $90,000,000 for utilization in 
1953. 

Mr. CLEVELAND. That is an estimate of the difference between the 
total pipeline at the beginning of the year and the total pipeline at 
the end of the year. 

Mr. Wiaauiesworth. Is that all there is in the pipeline at the end 
of the year? 

Mr. CLevELAND. There will be some in the pipeline at the end of 
the year. 

Mr. WiacuteswortH. How much? 

Mr. CLEVELAND. I do not have the figure here at this moment. 

Mr. WiaGLeswortu. You still do not make it clear to me how you 
happened to pick this particular figure. If there is more in there why 
cannot you take more? 

Mr. CLEVELAND. Because of the time lag involved. The whole 
of the $77.5 million will not be allotted or used by the Italians at the 
very beginning of the year. Therefore, with the 7-month lag or so 
between the obligation of the funds and their expenditure, it is not 
likely that any of the obligations made in the second half of the fiscal 
year would in fact be reflected in expenditures by June 30 next year. 

Mr. WiaGieswortH. You mean no funds obligated in the second 
half of the fiscal vear 1952, are likely to be expended before the end of 
the fiseal year 1953? 

Mr. CLeveLanpd. On the average, with respect to procurement 
authorizations issued in the second half of a fiscal vear. 

Mr. WiaGLeswortH. That is, fiscal year 1952? 

Mr. Cievetanp. I am talking about fiscal vear 1953 now; that is, 
on the average procurement authorizations issued between January 
1953 and June 1953, would be paid during the months after June 1953, 
because of the standard time lag both in the paper work and in the 
actual production of the materials represented by these procurement 
authorizations. 

Mr. Wiaaieswortnu. I do not understand—— 

Mr. Gary. If you spend the entire fund appropriated for/ach year 
during that year there would not be a pipeline. 

Mr. CLevELAND. That is correct. 

Mr. Gary. You have a pipeline because you obligate certain funds 
for materials which cannot be delivered during that fiscal year, and 
at the end of the fiscal year they are in the pipeline. You will use a 
certain amoypnt of material that is in the pipeline during the fiscal 
year 1953? 

Mr. Cievetanpn. That is right. 

Mr. Gary. But vou will have coming into the pipeline additional 
amounts from the 1953 appropriations which are not to be actually 
paid until 1954? 

Mr. CLevELAND. That is right. 
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Mr. WiaaLeswortrn. This $70,000,000 item is an item which is 
going to-be contributed from the pipeline during the fiscal year 1953, 
is it not! 

Mr. Cievetann. Yes, which has already been contributed in 
terms of obilgations. 

Mr. WieeLesworrn. I am still reaching for the answer to how 
you arrived at the $70,000,000 figure. That is what we are interested 
in here, the dollars and cents. 

Mr. Cievexanp. I can clarify it by referring to the absolute figures 
that I now have available here. Our estimate is that at the beginning 
of the next fiscal year, 1953, we will have a pipeline of $85,000,000; 
that is, there will be that much in the way of obligations. 

Mr. WieGieswortH. Which have not been expended? 

Mr. CLtevetanp. On which payments have not been made and 
on which deliveries have not been made into Italy. At the end of a 
vear it is estimated, because a good part of the aid would be author- 
ized in the first 6 months, that there would only be an outgoing pipe- 
line of $15,000,000. 

Mr. WieeteswortH. In other words, you are going to obligate and 
expend $77.5 million with the exception of $15 million before the end 
of the fiscal year 1953? 

Mr. Cievetanp. That is right. 

Mr. Wiaaieswortn. Does that mean that your 1953 guess is 
better than your 1952 guess? 

Mr. CLevevAnp. I think it means that the level of aid needed by the 
Italians in order to accomplish their defense objectives is projected 
to go down, and I think they are doing well enough in their trading—— 

Mr. WieGLeswortu. If that $85,000,000 is available as of July 1, 
1952, why cannot it be expended for the defense support in full during 
the fiscal year 1953? 

Mr. CLeve.anp. It could be if every effort were bent to obligate 
it for the short lead items. 

Mr. Wice.eswortn. It is all obligated, is it not? 

Mr. CLeveLAND. Which figure are you talking about? 

Mr. Wiacieswortn. The $85,000,000 is obligated, or it would not 
be in the pipeline. 

Mr. CLeve.anp. The $85,000,000 has been obligated over the past 
few months and represents a carry-over of obligations—obligated, 
committed, but unexpended funds. 

Mr. WiacGLesworrnu. As of June 30 next? 

Mr. CLeve anpb. As of the end of this month. 

Mr. Wiaeieswortn. Why cannot that $85,000,000 in full be spent 
in the succeeding 12 months? 

Mr. CLEVELAND. It will be. 

Mr. WiaGLeswortH. You are carrying only $70,000,000 here. 

Mr. CLevetanp. You will have a total aid available, not yet 
expended, of $85,000,000 going in, committed last year, but payments 
not yet made on it, plus your $77.5 million, which is ‘the defense- 
support program for the fiscal year 1953, or a total of $162.5 million. 

Now, the projection is that. all of that total will be expended except 
$15,000,000 by the end of the fiscal year, The net expenditures in 
the Italian economy during the fiscal year will be greater than the 
whole of the defense support for the year by the amount that the 
pipeline is run down. 
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Mr. WiaGLeswortH. I understand. What you are saying is 
that you are spending $70,000,000 in the pipeline and $77,500,000 
of the new obligating authority for defense aid. As a practical mat- 
ter, what you are probably doing is spending the $85,000,000 of 
pipeline, and 

Mr. CLeveLtanp. And $62.5 million of new aid. 





UNEMPLOYMENT PROBLEM 


Mr. WigGLeswortH. This unemployment problem does not seem 
to be coming down very much, does it? 

Mr. CLEVELAND. No. 

Mr. Wiaeteswortu. Is there anything in the pending plans that 
looks as though it might help to solve that problem, either in Italy, 
or by utilization of the surplus labor in other NATO countries where 
the labor supply is short? 

Mr. CLEVELAND. There are two types of plans. One plan, which 
would not take care of very many people in the aggregate, is migration 
from Italy to other European countries, or in some cases to other parts 
of the world. Perhaps a few hundred thousand could be taken care of 
that way, but that will not solve the unemployment problem in Italy. 
The other main thing to be done about it is to get more industrial 
activity and public railkce activity in Italy. In the south that means 
the development activities associated with this so-called southern 
Italy development program. In the north that means, particularly, 
more defensé production and an increase in the amount of it financed 
out of the offshore procurement program of the United States. The 
offshore procurement program will make a direct effect on the unem- 
ployment situation and therefore will have very important political 
values as well as military ones. 

Mr. WieGLEeswortn. As a matter of fact, has there been any 
substantial number of Italians given employment in other cooperating 
countries up to now? 

Mr. CLEVELAND. Yes, there have been a good many—! do not know 
the exact number—in France and Belgium particularly. 

Mr. Wiaairesworru. It seems to be just about the same in 1951 as 
it was in 1950. You think some real progress is being made along 
that line and will continue to be made? 

Mr. CLeveLAND. Yes. Our estimate for the current year, as you 
see in the sheet before you, is 1,871,000 unemployed in December 1951. 
This year, that figure is about 1 ,720,000 men. Next year, if these 
various programs T have referred to come off, and if they are able to 
go forward with their own programs with this amount of defense sup- 
port, it should be possible for unemployment to be brought down to 
about 1,500,000 men. That is still a big absolute figure, but never- 
theless means some progress. As you know, there is a big increase 
from year to year, in the number of people coming into the labor force, 
so it takes new employment to keep up with the new people coming 
into the Jabor force. 

Mr. Gary. In revising vour remarks put into the record any infor- 
mation or explanation of any discrepancy in figures that may exist. 

Mr. CLeve.anp. There is not actually a discrepancy in the figures. 
I think there was some discrepancy in the explanation of them. 

(The following additional material was provided :) 
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ITALY 


Detail of other receipts and payments—Net 








[Million dollars] 
a= 
1951-52 1952-53 from 1951 

|52 to 1952-53 
PIR Seat A SS I aig espe TE Bieden oe +198. 3 +148.9 | —49.4 
eg Re ee eee 2 eee ee ee ee 126.6 143.8 | +17.2 
I ES EEE SS Fe Eee: : 194.6 233.9 | +39.3 
4. Net balance for services 2 edteeale Maras ape deiccle: Aabpaviirion +68. 0 +90. 1 +22.1 
Bo CI is aid oaks chika nc Kanade Bete ARES EES 27.8 41.0 | +13. 2 
6. Capital Payments __- TE RE SRA 29. 5 21.2 —2.3 
f Net Capital Oper: ations ine ae cisctc ss See: os cee —1.7 +13.8 | +15.5 
Bi RES FAR Tee a ee oh 5 cok a cn ch ies cede +132.0 +45.0 | —87.0 











GERMANY 
Mr. Gary. Next we will consider Germany. 
MILITARY ASSISTANCE 


General Otmstep. Referring to the photostat in front of you, you 
will notice Stockpile B, which was the code designation that we car- 
ried for the program I am about to discuss. Technically, we are not 
qualified either to program or transfer military end items to West 
Germany at this time, because there has not been time to conclude 
the details of the ratification of the contractual agreement, nor to 
effect the necessary bilateral agreement between Germany and the 
United States. In addition to that, our relationship with Germany is 
intermingled, or intertwined with the European defense force, so we 
are not contemplating the bilateral supply of military equipment to 
Germany except as it is appropriately related to Germany’s participa- 
tion in the European defense force. These funds are obligated but 
unspent. Some of the equipment is on hand and available for transfer 
when the conditions have been met. Other portions of the funds are 
represented by contracts in the process of production. 

You will note the amount of money that is being requested for this 
purpose in 1953. On the second photostatic sheet are the items for 
which that money will be spent in major categories. 

I would like to say this—the Germans have no troops under arms 
now. They will not start recruiting until the conclusion of the rati- 
fication of the contractual agreement and the other arrangements, 
but their commitment is to raise a substantial defense force for the 
community. I will tell you what units are envisaged to employ this 
manpower. 

(Discussion off the record.) 

General Oumstep. The point that I would like to make here is that 
by the investment of this sum of money, which is less than 1 percent 
of our defense expenditures, and the amount of dollars in the defense 
support program, envisioned at $113,000,000, we get an additional 
partner that will spend for military purposes two and a half billion 
dollars this coming fiscal year. In addition to that, we get a force of 
men roughly comparable to our own American troops deployed in the 
area. I think it not unreasonable to hope that by building new and 
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stronger partners of this kind, we can see the ultimate possibility of 
thinning the deployment of our own forces in that area. 

Mr. WiGGLeswortuH. Two and one-half billion dollars in the fiscal 
year 1953? 

General Otmsrep. Yes. 

Mr. WiaceieswortH. Mr. Chairman, may I ask the General one 
question before we proceed further? 

Mr. Gary. Surely. 


UNEXPENDED OBLIGATIONS 


Mr. WiceLeswortu. As I understood it, you said that these funds 
were obligated but not spent. What does that mean as a practical] 
matter? In other words, this fund has been a kind of a contingent 
fund, has it not? 

General Oumstep. No, sir; some of the funds have been obligated 
to the extent that the end items have been procured and some “have 
been delivered and are being held in service depots awaiting the time 
when transfer can properly be made. Up to the present time expendi- 
turés from Mutual Security funds will be mede only to reimburse the 
services for money that they have spent up to now on this program. 
None of these items have been shipped. 

Mr. Wiaeiteswortu. Held for Germeny and for Germany only? 

General Otmstep. That is right, but only for their contingents in 
the European Defense Force. And I might say, Mr. Wigglesworth, 
that should anything eventuate that would make the transfer to Ger- 
many impossible or undesirable, all of this equipment is standard 
equipment that could be used in the build-up of other foreign forces or 
for the use of our own forces. 

May I ask Colonel Klein to make the presentation for the Air Force‘ 


AIR FORCE PROGRAM 


Colonel Kier. Mr. Chairman and members of the committee, of 
course, our stockpile B program has heen developed in a little differ- 
ent manner than the programs for the other countries. We have 
told you that the other country programs have been developed on 
the basis of deficiency lists, which is » ot true in the case of this pro- 
gram, because we do not know what the deficiencies are, so we assume 
that they are 100 percent deficient, at least in the Air Foree. 

Consequently, having had no itemized list of what they need and 
knowing only the goals for which we are striving, we have programed 
the basic equipment, the aircraft, and the organizational equipment, 
and the rest of the equipment, like electronics equipment, communi- 
cations equipment, ground-handling equipment, ammunition, rockets, 
bombs, and other categories ‘of equipment. We have had to use 
experience tables based on the utilization rates of comparable USAF 
units, that is, from a knowledge of what we know units created from 
scratch will require. It is on that basis that we have built our 1953 
program. This program, of course, is a continuation of a program 
that we had in fiscal year 1952. Together they are both a part of 
the effort we are expending toward reaching the European Defense 
Community goals for this country. 

(Discussion off the record.) 
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RECOMMENDATIONS OF OTHER COUNTRIES 


Mr. WieGLtesworts. Has your program been passed upon by the 
other nations contemplating entering into the European Defense 
Community? 

Colonel Kier. No, sir. 

Mr. WieGcieswortn. This is an American estimate of what it 
would seem was desirable to place in the hands of Germany assuming 
that the European Defense Community comes into being? 

Colonel Kiern. Mr. Wigglesworth, this program is an increment 
of the over-all program we are shooting for, the over-all goal. The 
other countries have had a say in what they think the goals for this 
country should be. 

-Mr. Gary. This is what you estimate is necessary to implememt 
that program? 

Colonel Krein. This is a program increment toward reaching the 
the goal that has been established. 

Mr. Gary. This is to implement the program that has been agreed 
upon? 

Colonel Kie1n. A part of it. 

Mr. WiegGLeswortH. Assuming that the European defense com- 
munity with its over-all armed forces comes into being? 

Colonel Kier. Yes, sir. 

Mr. Wicetesworru. It is still subject, as to the number of items, 
for instance, to be provided, to approval by the other five members of 
that organization if and when it is set up? 

Colonel Kirn. I believe that the treaty calls for an agreed-to 
number of units for the country. The other countries participated in 
establishing the goal. 

(Discussion off the record.) 

Mr. WiecieswortH. Then I assume from what has been said 
off the record that if this money is made available it can be obligated, 
but that any end items procured will be retained, so to speak, pending 
the setting up of the EDC and completion of the necessary agree- 
ments incident to that? 

Mr. Martin. That is correct; that would be my understanding. 

Mr. Wice.eswortsH. And in the event that there should be any 
breakdown or holdup, those items could be used elsewhere? 

Mr. Martin. Yes, sir. 


AIR MATERIEL PROGRAM 


Colonel Kier. In our 1952 program we had certain fighter bomber 
aircraft, and a portion of the support equipment for the squadrons 
that those aircraft will equip. 

The proposed 1953 program calls for an additional number of 
fighter bombers; and for some tactical reconnaissance aircraft. These 
aircraft will provide a small increment of the planned Air Force. 

The aircraft in the program will serve to provide the initial equip- 
ment for 1 year’s peace attrition for their fighter bomber squadrons; 
and their tactical reconnaissance squadrons. 

The program also contains a year’s level of spare parts for these 
aircraft. Also included is the additional support equipment including 
electronics and ammunition estimated to be required by these combat 
units and their supporting units. 
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At this time I would like to distribute copies of the stockpile-B Air 
Force program for your perusal and I should be glad to answer any 
questions you may have on it. 

Mr. Wiaeaiesworts. If this money is made available and is ob- 
ligated promptly, when would these aircraft be procured? 

Colonel Kuri. These aircraft would start coming off the produc- 
tion line in the early fall of 1954. 

Mr. WicGcieswortuH. That would be about an 18 months’ lead time? 

Colonel Kier, It is more than that, at least 21 to 22 months. 

Mr. WicGLeswortu. And the ammunition in the program is all for 
the contemplated aircraft? 

Colonel Kier. Yes, sir. 

General Oumstep. May I present Commander Danforth for the 
Navy program. 

TENTATIVE COUNTRY PROGRAMS, 1952 


Mr. Wiaciesworru. In this year’s appropriation bill we had a 
similar item for three countries that we thought we might want to 
add, did we not? 

General Otmstep. Last year? 

Mr. Wiaa.Leswortu. Yes. 

General Otmstrp. Yes, sir. 

Mr. WiaGLteswortH. This year it is all for one country and the 
other two are specifically taken care of on their own? 

General Otmstep. One of the other two is Yugoslavia. The third, 
Spain, we have made no specific program for, because we have the 
unexpended provision of last year’s funds which we anticipate will be 
ample to take care of the situation in the fiscal year 1953. Of course, 
if that estimate is changed——and I believe it was changed in the author- 
izing legislation to the effect that $25 million of money should be made 
available to the Spanish program—then in refining the programs that 
change will be made. 

The three countries last year were Germany, Yugoslavia, and Spain 
and in the figures before us there is a special separate Yugoslav program. 
We have no Spanish program to present now but we will make one up 
now as a result of the authorizing legislation. 


NAVY PROGRAM 


Commander Danrortu. Mr. Chairman and members of the sub- 
committee, the fiscal year 1953 is the first year in which the Navy 
has had a program for Germany and the funds involved are rela- 
tively meager. Nevertheless it will provide a good basis upon which 
to build the special requirements of German naval contingents in 
the European defense force and also to augment units which are now 
in being in Germany under United States supervision and control. 

I might say further that the current German naval nucleus, if you 
want te call it that, involves units of the Rhine River Patrol and some 
minesweeping units, clearing up World War II mines. 

I would like to get right to the specific items in the program and 
show you what they are. 

This program is representative of our idea of the requirements of 
this first increment of the German Navy. 

‘Discussion off the record.) 
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Commander Danrortu. The other items are not specific because 
we do not have a specific list of requirements but, from our experience 
with the current naval units over there we know that they will re- 
quire about so much ammunition and so many spare parts, and so 
forth, to keep going. 

Mr. WiacieswortH. What has Germany got now in the line of a 
Navy or fighting ships? 

Commander Danrortu. I do not know exactly what the figures 
are. Of course, the Germans themselves, or Germany, has no navy. 
Anything over there is strictly United States or Allied vessels. 

(Discussion off the record.) 


ARMY PROGRAM 


General OtmstEep. May I present Colonel Corbett for the Army 
presentation? 

Colonel Corserr. Mr. Chairman and gentlemen, I have just 
given you copies of the program for stockpile B. This program is 
designed to fulfill requirements of essential equipment for units for 
the fiscal year 1951 objective and to supply a part of the planned 
European defense force objective for 1953. 

I would like to call your attention to the fact that the Department 
of the Army had no program for stockpile B for 1952. 


INDIGENOUS PRODUCTION 


Mr. WiaGieswortu. How much of this is to be produced in 
Germany? 

Colonel Corserr. None at the present time. 

Mr. WicGieswortn. Are they not in shape to produce tanks and 
tractors and trucks and other vehicles that I see listed here? 

Colonel Corsertr. Yes, sir; they do have a capacity for it, sir. But 
we have not made any arrangements with them to start production 
at this time. When arrangements are made with them the amount 
that will actually be produced there and produced in the United States 
will then be determined. In this connection it is important to keep 
in mind that as much of the programed equipment as possible should 
be available for immediate issue upon conclusion of satisfactory 
governmental arrangements. In addition to the normal difficulty 
that you have of arriving at a firm program, in this stockpile-B pro- 
gram, there is the added criteria that all the items that appear in this 
program must appear as part of unfilled deficiencies on other title I 
programs. 

TRAINING 


Mr. WiaeieswortnH. There is a substantial item in here, Mr. 
Chairman, for training. I wonder if somebody could give us some 
information on that. 

Colonel Kien. We have in the aviation flight training category 
a certain number of spaces. Spaces do not represent individual 
trainees. When a pilot goes into the training school he enters the 
primary training, and that is considered a space. He goes on to the 
basic training and that is considered an additional space and on through 
the advanced training and combat crew training, which is the third 
space. So the number of spaces we have in the program does not 
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represent the number of candidates who will enter the school. Of 
those total spaces there will be a lesser number of pilots that go com- 
pletely through the school and complete the combat crew training 
because of attrition during the training year. Some pilots are 
eliminated after entering. 

Mr. WicGLeswortH. At what cost? 

Colonel Kuern. At a total cost of about $50,300 per pilot. That 
training covers nearly all of the training program cost. We have 
other categories here, if you would like to have me enumerate those. 

Mr. WiGGLeswortu. | was just wondering why this country is not 
in pretty good shape to train its own troops. 

Colonel Kunin. These pilots are the pilots that we will need to 
have there on hand when we provide the equipment for them. They 
do not have any flying schools going now at all. They have no 
combat aircraft. They are not now in any position to train pilots 
even if they were permitted to produce planes. So they have nothing. 
It will require training on the part of ‘the United Kingdom and the 
United States to take care of at least the initial pilots to man the 
aircraft that we will give them. The same thing is true as regards 
the training of mechanics as well. 

Mr. WiaeLeswortn. That is for training in the program country 
or elsewhere? 

Colonel Kier. In the ZI, here in the United States. 

Mr. Wieeteswortnu. In the United States? 

Colonel Kurrn. Yes, sir. We do have some overseas training in 
the other categories, but all of that-combined is proportionally a small 
fraction. Would you care to have any further breakdown of the 
other types of training? 

Mr. WiaeLtewortH. You might insert it when you revise your 
remarks, 

(The matter referred to follows:) 

For the stockpile B country we are programing training overseas in other 
categories as follows: 

. Aircraft and aeronautical equipment; maintenance training. 
. Armament training. 

. Construction and utilities training. 

. Electronics, communication, and weather. 

. Supply, administration. 

. Staff, instructor, and orientation. 
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TRAINING THROUGH EUROPEAN DEFENSE COMMUNITY 


Mr. Woop. Mr. Chairman, this subject of training of Germans is 
one on which I would like to have a brief comment from Mr. Martin 
of the State Department, if that is agreeable. 

Mr. Martin. I would like to say that as in the case of equipment, 
the arrangements for training will presumably be made through the 
EDC and not directly with the Germans, since the training program 
for the EDC forces will be supervised by the EDC. On the basis 
of our experience with other EDC countries, it is our view that they 
will want our help in this order of magnitude with the Germans, and 
this is a forecast of that. 

Mr. Wiaeieswortu. Do you anticipate that other members will 
participate in that training? 

Mr. Martin. Insofar as they are capable of doing so, but by and 
large, they are also coming to us for help. 
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General Oumstrep. | would like to add more one comment about 
this particular matter. The capacity of Germany to produce equip- 
ment in the past, of course, as we all know, has been great. Her 
present capacity to produce military-end items, except perhaps com- 
mon-use vehicles, is at the present time substantially nonexistent. 
What she will be permitted to make and what she will not be permitted 
to make again is a matter that is spelled out in the European Detense 
Community agreement. So we are not able at this time either to 
define very accurately what her capacity is nor what of that capa- 
bility might be usable in the light of the general situation in the 
European Defense Community. 

Mr. Gary. Is that the reason for the small offshore program? 

General Otmstep. Yes, sir. May I make one other comment? 
Obviously, when the West Germans start raising their forces, they 
must be assured that there can be a rather prompt delivery of equip- 
ment. First, because they would need it for training, and second, 
because of their unusually exposed position. That is why we have 
programed in previous years, before we had the negotiations com- 
pleted. That is why we are so anxious now to get this program, in 
order that we may be able to keep our deliveries abreast of their needs 
and their capacity to receive and to use. 


DEFENSE SUPPORT PROGRAM 


Mr. Gary. We will now consider the defense support program for 
Germany and in this connection we will insert pages 58 and 59 of the 
justifications. 

(The matter referred to follows: ) 


GERMANY (FEDERAL REPUBLIC) 


Defense program.—To facilitate the integration of Western Germany into the 
free world’s defense effort, Germany is being received as a full partner in the 6- 
nation European Defense Community (EDC). Germany’s defense contribution 
next fiscal year had been projected at $2.68 billion on the basis of the originally 
programmed amount of defense support. (With a $47 million reduction in 
defense support, it is estimated that defense expenditures will drop by $103 
million.) Part of these funds will be used to support United States and United 
Kingdom troops stationed in Germany; the remainder to pay for common Euro- 
pean Defense Community costs and to start the production of major matériel 
required to equip the European Defense Community forces, including German 
troop units to be formed as soon as the European Defense Community treaty has 
been ratified by all members and the present occupation statue has been super- 
seded by a contractual agreement with the Western Allies. The increase in gross 
national product required if Germany is to meet this commitment is estimated 
at about $2 billion, to a total of $31.2 billion, a rise of 7 percent. 

Ecoromic situation.—Despite considerable handicaps, including wartime 
destruction, the necessity of maintaining a population nearly 25 percent larger 
than prewar, the burden of supporting Berlin, and considerable unemployment, 
the German economy has staged a remarkable recovery. Industrial production 
has more*than doubled since 1948, and in early 1952 stood at 109 percent of 1938. 
Average over-all consumption is approaching prewar levels. Germany’s major 
problem is a trade deficit with the dollar area. 

Germany must import more than one-third of its foodstuffs and a large part of its 
industrial raw materials except coal. In prewar years a substantial proportion 
of its imports came from Eastern Europe. This source of imports has now been 
sharply curtailed, with the result that Germany’s dependence on the dollar area 
has been considerably increased. 

The result is expected to be a payments deficit in fiscal year 1953 of about $425 
million with the dollar area, before allowance for extraordinary receipts of about 
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$282 million from United States military expenditures and offshore procurement. 
With this partial offset, the final balance of payments deficit with the dollar area 


is estimated at $143 million. 


Germany (Federal Republic) 
INDEXES OF PRODUCTION 
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Germany (Federal Republic) —Continued 
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June 1950 ‘ ikeieidecaditaien neigiednamenstievea SEL RS Pee Penny bhe, 2 pe eee aia tstseld acti. 228 
December 1950..............- acai humo abincgncciadatibeae eile nai ekoes bite didkiotal in cnteeds oak , Ig 
June 1951_. gas a ety as ASS es peg COLE CoB! ANAL EOE OE aE - 37 
Leen SO oo eon ta aii beak talib di csDha sy tice * BEE aes | ee ee 
March 1952... ._- Mebiak Ven abe wager eaten &e ; Poke wlan ek amdccia aaa ad ae ote 390. 


1 Includes about $50 million holdings of Americans residing in Germany. 


AREA AND POPULATION 








Area (square miles) a 
Population (thousands) ____- 


Prewar 


End of 
1951 


94, 739 


“39, 000 48, 300 





GOLD AND DOLLAR TRANSACTIONS 


{Current prices in millions of dollars] 








OO AS SE SE ee ne See ERE a ee cae, oe 


ES) ORS RSS, RA Ria is a aS Ra en ep RR CR dS 
United States offshore procurement program. ...........--...--.---------------- 
aOR CRORE OEE, TI oe On i ce xnnsiv mans pabelivcanall 


JX. Rp ge rer en LON ARO Ce aee he ee ene Ren PRO Ee ee Se eR 
Use of pipeline Sa? Age i a a a a Be 
United States defense support ___.___- ES BSB A 2ST po te OTN ER Coe PN a RS 


United 


United 


States fiscal States fiscal 
year 1952 


year 1953 





831.0 810.0 
398.0 489. 0 
07 9. 33 
+234.2 | +4169.1 
—198.7 | —142.6 
0 31.8 
92.7 2(—2, 2) 
106. 0 113.0 





2 Increase in pipeline. 
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Mr. Gary. Mr. Cleveland, we will be glad to hear from you on this 
item. I think Mr. McCloy probably covered this very fully. 

Mr. WiacGieswortu. Of course, he had no knowledge of what was 
to be recommended for this purpose. 

Mr. Gary. No, not for this purpose, but the general situation in 
Germany was covered rather fully. He did not touch on this program 
at all, because he was talking on his own program there. 


OCCUPATION COSTS 


Mr. CLEVELAND. First of all, on the defense side, German defense 
expenditure up to now, has taken the form of the payment of occupa- 
tion costs. This next year for the first time they will be making a 
sizable contribution, through this EDC mechanism, to the recruitment 
and provisioning and equipment of Germany military units. 

Mr. Wice.esworrn. In addition? 

Mr. Cievetanp. In addition to continuing to pay for the support 
of allied troops in Germany. 

Mr. WiaciesworrH. But in addition to this defense support item, 
or as a part of it? 

Mr. Cievetanp. No, the defense support item is the proposed item 
for United States dollar assistance to the Germans for the purpose 
of enabling them to achieve a defense expenditure of $2,576,000,000 
in the next fiscal year which will enable them not only to cover the 
support of allied troops in Germany, but—— 

Mr. Wiaaiesworrn. What are the other two items to which I 
believe you just referred? I understood you to say that in lieu of 
occupation costs they are going to make a sizable contribution to EDC. 

Mr. CLevetanp. Up to now their whole defense expenditure or 
defense budget has taken the form of occupation costs. In the 
future, once the EDC is ratified, there will be two categories of Ger- 
man defense contribution. One will be the support of allied troops, 
which is the successor to occupation costs; and the other will be a 
new item that has not existed to date at all, which will be a German 
financing of the recruitment and provisioning and equipment of 
German military units. For this second category, the financial ar- 
rangements and the control of the German military units themselves, 
of course, will be accomplished under the European Defense Com- 
munity. 

Mr. WicciteswortnH. What do those two items amount to? Is that 
determined yet, what they are to pay for the allied troops? 

Mr. Cievenann. It is not wholly determined yet what they will 
provide and, as a matter of fact, even the total amount that they will 
provide under the reduced defense support item has not been nego- 
tiated out with them wholly. 

Mr. WiceLteswortn. What did the occupation costs amount to? 

Mr. CLevELAND. For the current fiscal year the total has amounted 
to $1,952,000,000. 

Mr. Wiac.ieswortu. Dollars? 

Mr. CLeveianp. In total defense expenditure. 

Mr. Wicaieswortu. In dollars? 

Mr. Cievetanp. That is dollar equivalent, yes. Occupation costs 
as such were $1,834,000,000. The other items are pensions, police 
forces, and one or two other small categories. 
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Mr. WiccLesworts. You do not know what the corresponding 
figure will be for support of allied troops? 

Mr. CLEVELAND. tt depends a good deal on the final arrangements 
for the coming into force of EDC and the contractual arrangement, 
on the dates of ratification by the countries concerned. whether it is 
3 months or 4 months, or what the length of time is before the German 
defense contribution is on the new basis already agreed to by the gov- 
ernments, but not yet ratified. 

Mr. Wiaa.eswortn. Is it likely to be more or less than the $1,952,- 
000,000? 

Mr. CLEvELAND. The amount for support of Allied troops in Ger- 
many is likely to be considerably less than the occupation cost figures 
I have just mentioned. 


RELATION OF OCCUPATION COSTS AND NATIONAL FORCES 


Mr. WiaGieswortu. And the balance of the $2,576,000,000 as 
shown on this table would be for recruiting and equipment? 

Mr. CLEVELAND. Yes, sir, that is right; for military personnel, for 
equipment and for construction and operating costs. 

In addition, in the item for the support of Allied troops there will 
be a certain amount of construction which will be done during the 
period from now until the coming into force of the European defense 
community, which military-construction activity will be directly 
helpful to the German military units when they are finally recruited 
and put together. 

Do you want to add anything, Mr. Martin, on the arrangements 
for that? 

Mr. Martin. I think these illustrative figures you have given here 
are quite preliminary estimates, and, as a matter of fact, if the EDC 
is ratified as early as we hope it will be, the amount available for 
occupation cost will be less than indicated, because the German forces 
will have a longer period to build up the rate of their expenditures, 
The occupation cost will decline in accordance with the increased 
requirements of the German forces. 

Mr. CLEVELAND. So, it will depend on the rate at which these 
German units come into being. 


UNEMPLOYMENT 


Mr. Gary. Apparently their unemployment situation is deterio- 
rating rather than improving, and the number of hours worked weekly 
is decreasing. 

Mr. CLeve.anp. Again, Mr. Chairman, the figures here indicate 
the situation as it has existed up to now without the coming into force 
of these arrangements, and the expansion of the German economy 
which these arrangements will make possible. 

Our projection is that through the next fiscal year it might be pos- 
sible to get the unemployment in Germany down as low as 3.8 percent 
or 4 percent of the labor force, or perhaps something like one million 
men. As soon as you inject into the German economy a big increase 
in defense expenditures—which, of course, will raise the problem of 
paying for all of the imports which that expansion will require, and 
which are required for the defense support—a big expansion in the 
German economy will be made possible. 
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We believe that between this year and next year it ought to be 
possible for the gross national product of Germany to grow by 7 
percent, which is the largest percentage increase projected for any 
country in Europe. That is limited, of course, by raw material 
shortages and the need to buy food from the dollar area, instead of 
from the east where they could buy food and raw materials before; 
and it is limited by the need to absorb the large refugee population. 


OFFSHORE PROCUREMENT 


Mr. Gary. While the offshore purchases are down, which has just 
been stated is due largely to the limitations, when those limitations 
are removed and you begin to make offshore purchases that will help 
the economy considerably. 

Mr. CLEVELAND. Yes, it will. The projection for next year is that 
there will be more than $100 million of offshore procurement con- 
tracts entered into in Germany. Obviously the payments on those 
contracts would be much smaller than that. As projected here they 
are just about $10 million, but the contracting—which puts people 
to work and starts the use of the great potentialities of the German 
economy in the common defense—will go up very rapidly this year 
as soon as these arrangements have been ratified. 


ISOLATION OF BERLIN 


One other item that I am sure Mr. McCloy went into with you in 
some detail is the Berlin problem. Looking at it as a financial and 
economic problem, the isolation of Berlin, and the assistance which 
the Federal Republic affords to that city, results in a very heavy drain 
on the resources of Western Germany which amounts to $350 million 
a year. Perhaps $100 million of that is an actual dollar drain, so 
that the Germans have on their hands a rather costly problem in 
maintaining Berlin. This is one of the main reasons why they get 
into some considerable trouble on their dollar account and require 
some of this assistance. 

Mr. Gary. I noticed the other day that some of the citizens there 
are asking for greater protection because of the increased risk arising 
out of the Russian Communist agitation. That will be a still greater 
strain on their economy, will it not? 

Mr. CLeveLanp. It will. 

Berlin has not recovered economically like the rest of Europe and 
Western Germany. Something like 23 percent of its total labor force 
is unemployed; and the production index which, for most of Europe, 
as you know, is in the neighborhood of 140 or 145 percent, in the case 
of Berlin was about 47 percent in February, 1952 (1936100). 

Mr. Gary. That compares with 108 for Germany as a whole? 

Mr. CLEVELAND. Yes, with a 108 figure for Western Germany as a 
whole in 1951 (1938=100), and that figure has been going up right 
along. 

RESTORATION OF WAR DAMAGE 


Mr. Gary. Has any material progress been made toward restoring 
the war damage in Berlin? 

Mr. CLEVELAND. Yes, sir, a good deal of progress has been made on 
that and also in investment in getting productive industries back 
into business, 
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During fiscal year 1952 counterpart funds from the old ECA and 
GARIOA funds amounting to something over $100 million were re- 
leased directly for expenditure for Berlin. One of the results of that 
has been some reduction in unemployment, and an increase of Berlin’s 
shipments to Western Germany and foreign countries from a quarterly 
average of $48 million in 1950 to $81 million in the last quarter of 1951. 
So some progress has been made, but it is a very difficult problem and 
puts a great strain on the German Federal Republic. 


HOUSING CONDITIONS 


Mr. Gary. Have the housing conditions improved there to any 
appreciable extent? 

Mr. CLievetanp. They have improved considerably over the last 
2 years in that some economic and industrial activity has really started 
up again, but they are still way below the level of the rest of Western 
Germany. 

Mr. Gary. When I was over there in 1947 the housing conditions 
were deplorable. There were whole families eating, sleeping and 
living together in one room. Adult brothers and sisters were sleeping 
together, in the same bed, in some instances. Living conditions were 
very bad. 

Mr. CLrevetanp. That is a problem that the German Government 
and we have been trying to work with for quite a long time. They 
are getting an investment program in there and getting production 
going again, making it possible for industry to export manufactured 
goods, but it is still a very tough proposition. 

Mr. WiaGiesworrn. You show here gross national product of 
$31,200,000,000, and government revenue of $7,200,000,000 with a 
budgetary deficit of $600 million, and the amount contemplated for 
military purpose as $2,576,000,000 or 8.3 percent. 


IMPORT-EXPORT BALANCES 


Under your balance of payments table I notice that imports are 
declining about $20 million, and exports are increasing about $90 
million, and that there is a decrease in other receipts and payments 
of something like $65 million. Why is that? 

Mr. Cievevanp. If I may go back to the imports first, the dollar 
imports are going down because they are able to depend a little 
more on other sources of supply for goods that they need. Ac- 
tually, the total imports will go up by considerably more. 

Mr. WiaGiesworrtn. It is the dollar imports that we are interested 
in here. . 

Mr. CLEVELAND. Yes, it is the dollar imports particularly that are 
affected by this. 


CAPITAL FINANCING AND IMPORTS FINANCED BY MSA 


Mr. Wiccieswortu. Why the decline of $65 million in other receipts 
and payments, from $234 million in 1952, to $169 million in 3953? 
Mr. CLevetanp. That represents two offsetting factors. 
The primary factor that causes the decline is a change in their net 
capital position from plus $50 million in the current fiscal year to 
minus $62.6 million in the next fiscal year. 
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That is primarily related to payments that the Germans will be 
making, first, on an Export-Import Bank loan previously received, 
and second, payments that they will be making when they become a 
full member of the International Monetary Fund and the International 
Bank, which they will do during the next fiscal year. 

Mr. WicGLesworta. When you revise your remarks will you put 
in the figures on those items? 

Mr. CLEVELAND Yes, sir, or I would be glad to give them to you now. 

(The matter referred to follows: ) 

GERMANY 
Capital operations in gold and dollars, fiscal year 1953 Millions 
of dollars 
Receipts (includes new Export-Import Bank loan of $10 million for 


OST BER SDE Ae atioke Re RQ ae ap Sore gee AME fe ot na) eae a ace a Ro 17.0 
Payments: 

OURAN RNR Fs thane a he teed eek lar, 40. 0 

ce Ce Eee ia Si lie FL AGS HR pe i laa ana 6. 6 

interantionss wacnetary Pund 4125 2) oo sl sen 33. 0 

79. 6 

BE OR, OOOCCMRION I en oe nica cam ene sta wom ne — 62. 6 


1 To be paid to IBRD as go'd or dollar portion of capital subscription. 
2 To be paid to IMF as gold or dollar portion of quota subscription. 


GERMANY (FEDERAL REPUBLIC) 


Estimated imports from all sources, United States, and MSA-financed for fiscal 
years 1951-52 and 1952-53 


{In millions of dollars] 




















| 
| Fiscal year 1951-52 Fiscal year 1952-53 
Commodity | } . ‘ | : : 
es J nite: MSA | mnt.) | United | MSA 
| Total States | financed ; Total | States | financed 
| | 
Food and agricultural imports: | | | | | 
| Se a Seer | 1,236.8] 166.6 37.4 | 1,228.7} = 155.7 | 16.0 
Feed and fertilizer. .......-- ORE GOS 166. 4 | 91.7 fi 183.4 83.4 | 
POMOC TPS? oo. cee atesen 507.3 | 123.4 16.1 | 497.3 | 117.4 | 25.8 
Other agricultural products | 72.2 | 45.9 18. 2 208. 1 71.0 
Total food and agricultural imports..| 2,082.7 | 27.6 71.9 | 2,117.5 27.5 41.8 
Industrial imports: | | 
Fuels Laken 264.0] 146.6 8.8 | 250.1 110.6 0 
Industrial raw materials a eae 606.3 | 48.0) 9.5 | 717.8 61.8 45.6 
Capital equipment_ : | 91.6 | 8.1 By tah 193.6 10.1 1.0 
Other manufactures and raw mate- | | } | 
rials ss Stile .| 735.4 | 39.7 | 1—.9 1, 255.0 | 50.0 | 6.9 
Total industrial imports. -_.-. | 1,697.3 | 242. 4 | 18.1 2,416.5 | 232. 5 | 6.5 
Total commodity imports------ bogtecat SO eeue tf 670.0 | 90.0 | 4,534.0 | 660.0 98. 3 
Transportation ; De ee th dee A iad cpt Sapien ened alpen SRP i ackenncolserud wnas | 14.7 
Total MSA defense support program. -_--._|-...------!-- ee po Eee tS ee 113.0 
OS eR Ss BRE SE an 8 ae ea ern eee GSon Fy er ccee ih) SRO fee Sac ok A | 113.0 





1 In some cases, MSA-financed commodity imports are minus primarily because procurement authoriza- 
tions outstanding as of June 30, 1951, were canceled or decreased after that date and the adjustments ex- 
ceed the total of actual or prospective issuance of procurement authorizations during fiscal year 1951-52. 

2 Includes $14,300,000 advanced out of 1950-51 funds and obligated prior to June 30, 1951. 


Mr. CLevetanp. The other two items included in the net balance 
figure are, first, an increase in the surplus on the balance of services 
from plus $94 million to plus $221.7 million. This represents pri- 
marily the effect of the increased U. S. military expenditures in 
dollars in Germany—dollar expenditures, for example, to support PX 
operations and other such items as that. 
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The final item reflected there is a change in their position in the 
European Payments Union. This year they have run a large surplus, 
and they received $90.2 million in gold and dollar payments from the 
European Payments Union. Next year it is estimated that they will 
continue to run a surplus, but a very small one, and that they will 
receive payments of only about $10 million. 

Mr. WiGcGLeswortu. Because of increased non-dollar imports? 

Mr. CLEVELAND. Primarily because of increased imports from their 
European partners. This is one of the factors that enables them to 
reduce slightly their dollar imports, you see. 


USE OF RESERVES 


Mr. WicGLteswortH. You show an adverse balance of payments 
of $142.6 million, and you propose to increase it by $31.8 million from 
the use of reserves, a minus $2.2 million from use of pipeline, and 
$113 million U.S. defense support which is $7 million more than in the 
current fiscal year. There appear to be reserves of $390 million as of 
March 1952. So, your proposal is to take considerably less than 10 
percent of those reserves for this purpose. Why should not the item 
entitled “Use of reserves’? be substantially larger than the $31.8 
million shown here? 

Mr. Cievetanp. Well, Mr. Wigglesworth, the absolute level of 
reserves is still, in the German case, extremely low. You will notice 
that their level of reserves is less than half of one year’s dollar imports, 
and it is less than one-tenth of one year’s imports from all countries 
into Germany, so that is is a very tight margin of insurance as it now 
stands. 

In the Italian case, the total level of reserves is also very small in 
relation to their total trade. It is about one-third of their total 
imports for a single year. It simply is not sound policy to force 
countries which have reserves smaller than the minimum that is 
necessary to avoid the kind of fear that results in speculation and 
inflation, to force them to push their reserves down to a point which 
everybody concerned, including their own citizens, would regard as 
below the margin of safety. 

Mr. WiaciteswortH. What is meant by that minus $2.2 million, 
under “‘use of pipeline’’? 

Mr. CLevELAND. That is an increase in the pipeline, in the size of 
the pipeline, by that amount. 

Mr. WiaGLeswortH. What is the pipeline as of June 30, 1952? 

Mr. CieveLann. The incoming pipeline at the beginning of the 
fiscal year June 30, 1952, is expected to be $10.6 million, and the 
outgoing pipeline at the end of the year is expected to be $12.8 million, 
so that it stays practically constant. That represents all of the in- 
coming pipeline being used up, and all but $12.8 million of next year’s 
dollar figure being represented in expenditures during the year. 


COMPARATIVE PER CAPITA INCOMES 


Mr. WicecieswortH. You have told us once or twice about com- 
parative per capita income in this country and some other country 
under consideration. 

Mr. CLeveELAND. That is correct. 
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Mr. WiaeLesworta. Am I correct that that is simply a straight 
conversion from foreign currency into dollar equivalent, and that it 
does — take into account any difference that may exist in purchasing 

wer? 
ae CLEVELAND. That is right, it does not, and that means, for 
example, that when you are talking about military effort, and you talk 
in terms of dollar expenditure you actually are understating the 
amount of effort in Europe by a very great deal. If you tried to 
substitute the effort that we get here from this $12.9 billion worth of 
expenditure by the Europeans, if you tried to substitute American 
military divisions, air wings, and the rest of it for that amount, it 
would cost you a good deal more. 

Mr. WiecLeswortH. But to say a given individual in another coun- 
try has only one-third the per capita income that the average individual 
in this country has, does not mean that he has only one-third the pur- 
chasing power within his own country. If he buys in his own country, 
in terms of standard of living he may be very much better off than the 
comparison would indicate. 

Mr. CLEVELAND. That would be true to the extent that a country 
has an exchange rate that does not reflect comparable purchasing 
power, and therefore the dollar figure tends to 

Mr. WiaGLesworth (interposing). The exchange rate does not en- 
ter into it as long as he is purchasing at home, does it? 

Mr. CLEVELAND. It enters into our conversion, though. 

Mr. WiaaLeswortu. Yes, but I mean as far as reflecting the stand- 
ard of living is concerned he might be very much better off than the 
comparison would indicate. 

Mr. CLEVELAND. I think that is true, that the disparity is not as 
great in real terms, as it isin money terms. But the United States per 
capita income is still rather more than twice that of any country in 
Europe, and it is many times as high as most of the smaller countries 
of Europe. 

Mr. Wiaeteswortu. I have nothing further. 

Mr. Gary. We will adjourn until 10 o’clock tomorrow morning. 





Fripay, June 13, 1952. 
Be.orum, LuUXEMBURG, AND PorTUGAL 


Mr. Gary. The committee will come to order. 

Mr. Woon. If it suits you and the committee, we will proceed with 
Belgium, Luxemburg, and Portugal, for their military end item pro- 
grams. Then we will proceed with the other countries, the Nether- 
lands, Norway, and so on down the list. 


UNAVAILABILITY OF MILITARY PROGRAM OBLIGATIONS BY COUNTRY 


Mr. Wiaeteswortn. Mr. Chairman, some days ago, I made a 
request for a number of tables. I think that I asked, but I am not 
sure, for the confidential tables submitted in respect to the fiscal year 
1952, (a) showing the proposed mutual-assistance program, country, 
detail by service and type of assistance, and (6) showing selected 
major items of equipment in the proposed 1952 program. 
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I do not know just what has been furnished, but I would like to get 
a look at those tables submitted in connection with the lest bill. 

General O_tmstep. Those tables are in the process of preparation. 
One will be available this afternoon and the other will be available the 
first of the week. The tables that we presented to you at the hearings 
last fall had to be revised because of the reduction in the appropriation, 
and the transfer from military aid to economic aid of some $478 ,000,000. 
We could give you the ones that we used before the hearing, but we 
are revising them so that you can see the actual results. 

Mr. WicGieswortu. I would like to have a look at them both, and 
you can qualify the original ones in the way that you have just sug- 
gested. 

Also, is there anything on or off the record to date, or in prospect, 
that shows actual obligations and expenditures by country with re- 
spect to 1952? There are in process some over-all figures by title, I 
think, but is there anything that shows country by country what we 
have obligated or expended? 

Mr. Gary. Yes; here is the table. 

Mr. Wicea.teswortn. This is by months. I understand that for 
some reason or other it is not desired to indicate on the record how 
much money has gone into a country, or how much it is planned to 
put into a country. 

Mr. Gary. That applies only to the military items. You have a 
complete statement for each country on defense support funds. 

Mr. Wicaciesworrna. If it cannot go into the record I would like 
to have off the record submitted a statement which will show country 
by country (a) the actual obligations and (6) the actual expenditures 
in respect to the fiscal year 1952, 

Mr. Murpuy. We will be unable to supply that type of table. 

Mr. Wiac.teswortn. Why? 

Mr. Murpuy. The accounts in the Department of Defense for 
military assistance are not maintained at a country level. You can 
probably see quickly why. If an order is placed with a particular 
contractor for 1,000 tanks, it may be that the 1,000 tanks were com- 
puted tentatively on the basis of so many for one country, so many 
for another country, and so forth. We have found from experience 
that the countries actually receiving the equipment vary very fre- 
quently from the countries that were intended to receive it when 
orders were placed. The distribution varies. 

Mr. WiaGLteswortrn. What I am asking you for is a table that will 
show, for instance, in respect to France how much money has been 
actually obligated in 1952 for military purposes and how much has 
been expended in 1952 for military purposes. Also, the same data 
with respect to defense support. 

Mr. O'Hara. May I respond to that question? 

The Department of Defense integrates the procurement for the 
Mutual Defense Assistance program under the Mutual Security Act 
with its procurement for military departments. That procurement 
is made in total quantities of goods from a contractor. The obligation 
is against the total contract. The obligation is divided between 
(a) the military appropriations for one, or more than one, of the mili- 
tary departments for their own requirements, and (6) mutual defense 
assistance program appropriations. The amount of deliveries gov- 
erns the expenditures by country, and that is programed by countries 
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on a unit price that is developed; first, on an estimated basis, and 
later when the contract redetermination has been completed, on an 
actual cost basis by countries. In the meantime, the obligation is 
not actually made for a specific number of tanks for France. The 
obligation is made for a total number of tanks, possibly with two or 
three manufacturers, and deliveries of those tanks are then made in 
accordance with the program which controls the delivery of the amount 
by countries, and the country allocation of funds. There is not a 
separate contract made, sir, for each of the participating countries’ 
requirements for military items. 


CONTROL OF MILITARY AID FUNDS 


Mr. Wiacieswortn. Surely there must be some sort of record that 
indicates how much foreign aid, (a) for military purposes and (b) for 
economic purposes has been put into a given country in the fiscal year 
1952. 

Mr. O’Hara. We have that controlled at two points, one at the 
point of shipment of goods or the delivery of services to the country, 
and the second in the original case at the program approval on which 
the contracts in total amount are obligated. The contracts are ob- 
ligated by titles, or by appropriations, under this act. 

Mr. WiacLeswortnu. Let us leave the obligations out of it, then. 
What I want to get is a picture of the actual expenditures in the fiscal 
year 1952, country by country, (a) for military purposes, and (6) for 
defense purposes. 

Mr. CLeveLanpb. On the defense support side, as I think you know, 
we publish monthly statements which show both by country and by 
commodity—— 

Mr. WiccLteswortn. Then it ought to be very simple to furnish 
the information that I am requesting. 

Mr. CLteveLanp. We can very easily, sir, on the defense support 
side. 

Mr. WiceteswortH. What can you give us on the military side? 

Mr. O'Hara. We can show you the amount that has been pro- 
gramed, put into supply action on orders being placed, and the amount 
shipped to each country. 

Mr. Wiacieswortnu. Will you give us a table please that will show 
country by country that information with respect to the fiscal year 
1952? 

Mr. O’Hara. Here it is. Here is the amount, which is classified 
as “secret”? showing country amounts on a cumulative basis. 

General Otmstrep. 1950, 1951, and 1952 combined. 

Mr. Wiae_eswortu. My question is, for the fiscal year 1952. 

General Oumstep. We will have to make that up by subdividing. 

Mr. O’Hara. We can provide that. 

(The tables which are classified for reasons of national security, 
were provided to the committee.) 

Mr. Gary. As I understand it, that will have to be off the record. 

Mr. Wice.iesworru. What is meant by the heading ‘‘Supply 
action intitated’’? 

General Otmstep. That means where the item has been approved 
for procurement and the procurement directive has been issued by 
the procuring service. Part of those will be finalized contracts, obli- 
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gations, and part will be letters of intent. Part of them will be a 
request that is out for bids. 

Mr. WiccLesworts. This comes down to pretty near the same 
thing as obligated. 

General O_msrep. Obligations which are either finalized or in the 
advanced stages of finalization. 

Mr. WicGcLeswortu. If you will give me that country by country 
information for the fiscal year 1952 I will appreciate it. 


TABLE OF SHIPMENTS AND EXPENDITURES 


General Oumstep. Very well, sir. 

It may also be useful to you, sir, to have these figures, which can 
be put into the record if you like, which show in the upper right-hand 
corner the shipment figures, and in the lower right-hand corner the 
expenditure figures as of April 30. The lower left-hand corner shows 
the tonnage figures. 

Mr. WiceLesworts. This is an over-all table? It covers all titles 
and all countries? 

General Otmstep. Yes. In the lower right-hand corner are shown 
the obligations and expenditures as of April 30, 1952. 

Mr. WiceLeswortn. I think this table might go into the record, 
Mr. Chairman, at the appropriate point. 

General Otmstrep. You will note in the lower left-hand corner there 
is embodied some figures that I offered at the end of the testimony 
last evening. It will not be necessary to raise the question again for 
the record. Up in the upper left-hand corner appear the figures that 
I offered on a separate sheet last evening. 

Mr. Gary. We will insert the table in the record at this point. 

(The matter referred to follows:) 


Department of Defense—key MDAP statistice—grant aid preliminary data 
SELECTED MAJOR ITEMS SHIPPED 


{In number of items and thousand rounds of ammunition] 












: : Durin Cumulative 
Service and major item May 1952) May 31, 1952 
Army: 
I I i a ts Ee od ens allel 1,833 13, 341 
ee I er uate cca eeh sme tsloknmeananeii 994 11,150 
er SEINE WOMNIIOS, 55.505... Seiten cu secnchnenntnnnece 5, 208 47, 
Small arms and machine guns. - 7, 396 1 807, 200 
Ch ee ae eee A ay ete 131 12, 487 
Ammunition—SA and MG.. 5 ..thousands..| 28,928 1 332, 721 
INERT oo cic. cess pecmtiinch a ceain welds lbyenceannnnasens G6... 127 19, 507 
Navy: 
a ee ie uate nn bee RO 0 377 
p ARS ROR SE eS La SS SE ee ae ae pe a Se 0 464 
Air Force: 
eNO ia i a cc co phte A taca Be a a Se cena ape nN 197 1,626 











1 Not included in ‘‘tonnage shipped.” 
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Department of Defense—key MDAP statistics—grant aid preliminary data—Con. 
TONNAGE SHIPPED 

















[Measurement tons] 
During C lati 
Recipient area May} oueve 

P 1983. | May 31, 1952 

PI a Nas cen eis di callie tl vn millage Ssmbatiim dias nies ok oie 158, 183 3, 348, 616 
I ae ah cla eat le crate ds ta cova mo seseecsb ae touenien ele bore in le ars Spa eaaeas eke 113, 863 2, 187, 627 
IETS SER ORES TG SR RCO ee Ar FO ae Or 32, 346 87, 758 
NE I 5h onal aanaddathuteaaaniadteeme sal band Avibtmdnehentint 11, 974 473, 231 





END-ITEM PROGRAMS AND VALUE OF SHIPMENTS AS OF APRIL 30, 1952 
[Millions of dollars} 









































Programed 2 Shipped 3 

Recipient area or military department | | | 
During | Cumulative, | During | Cumulative, 
April 1952, Apr. 30, 1952 | April 1952, Apr. 30, 1952 

a { | 
NN le cr aia hE ptadacsenundexeas $67 | $11,384} $203 | $2, 128 

Recipient area: | | 
OL EES Ce EO I RN - 3 | 9, 343 | 163 | 1, 554 
Near East and Africa. ............-.--.----- (13)| 903 | 28 288 
I NE ns ee SS Le aenincancacoencted 7 1, 068 | 12 | 285 
MRGrNENN POINTE. Son. nog anon den ennansces 71 71 | 0 | 0 

Military Department: 
IN ic 2GN a pesth asa Sin cm al cae Ninel ares iene ee 14 6, 549 | 90 1, 309 
el RET Ae REE Ie TER SE Ne ese parece 52 78 1, 630 | 84 511 
Scie deninetioncdsasiae aces annewencusmanckae (24)) 3, 206 | 30 | 308 

‘ | } 

| | | 

OBLIGATIONS AND EXPENDITURES AS OF APR. 30, 1952 
[Millions of dollars] 
Obligations 3 Expenditures * 

Title or military department | | 
During | Cumulative | During | Cumulative 
April 1952) Apr. 30, 1952 | April 19% 52) Apr. 30, 1952 
EEE a ee eee ee ane FAP ey $3 $8, 697 $248 } $2, 671 

le: 
SA a a cl ey Fe NEES my en PLOTS oa (70) 7,177 204 | 2, 020 
NE edhe Kale aebah cl dondasucanccon andes 54 694 32 | 280 
Title a ES i ctactleechansd diaries death deine a Sim annie kee 18 827 12 372 
io Gee eae gains dupes aesnicaee (*) (3) 0 | 0 

Milieey atone 

_ | Pasa ON aes eee 474 45,610 145 1, 674 
ion Ses FeO RC ee anhh niin cnteaiguhind kaeinticie sami 28 838 37 334 
I ipa ec biditch Sclpslaetwdings i edie wiht baa ae (103) | 2, 135 63 | 549 
ee tre tna a thneneihquhwmnshadcedunnaccnee 4 | 1l4 4) 114 











Note.—Totals are sums of unrounded figures, hence may vary slightly from totals of rounded amounts. 
( ) Indicate negative quantities. 


1 Includes adjustment to previous data. Office of Progress Reports and Statistics for Office of Military 
Assistance. 

4 Includes value of excess stocks. Excludes charges for repair and rehabilitation of excess stocks, packing, 
handling and transportation, training, and administrative expenses. 

3 Excludes value of excess stocks. Includes charges for end-items, repair and rehabilitation of excess 
stocks, packing, handling and transportation, training, and administrative expenses. Monthly figures 
are net obligations. 

4 Includes $1,602 million ($260 million during April) representing MDAP orders placed on the Army 
Management Fund for issuance of contracts and placing of orders. However, only 62 percent of the total 
Army, Navy, Air Force, and M DAP orders placed on the fund by April 30, 1952, had actually been covered 
by contracts, purchase orders and project orders. 

§ Less than $500,000. 
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COUNTRY AID ALLOTMENTS AND OBLIGATIONS 


Mr. Cievetanp. Would you like for us to insert in the record the 
country figures on allotments and obligations? 

Mr. WiacGLeswortn. Yes. 

(The matter referred to follows:) 


DEFENSE Support Titte I—Evrore 


Status of country aid funds—Fiscal year 1952 as of May 31, 1952 


{Millions of dollars] 























a ae 
| Allotments! | Obligations a. 

eS | 

ppt | 

Title I—Europe: | 
OE ee Seka easdiecaiele chcikcbebes Dobbborsesedeoncs | $105.0 $103.9 | $139.3 
NANNIES oo cerns oan SSewind eae RARE 0.9 8.9 | 24.6 
SRR See. ne abet nenindihwiaa aman aan 14.0 13.8 | 32.8 
LE ELE LE CN ae oe aOR da 260.0 250.8 | 440.0 
Re “cL. ian caleba ome neineetainehatadbe naaaaeiie | 91.7 | 68.6 | 137.6 
RUE ON Bie Si Cit whe pice baimnnney nusictelasdihn wimg ean | 153.8 | 125. 0 | 185.7 
RE oat ae kaplan fale a cen uadiaiias | 5.5 | §.2} 8.4 
OS RES ea EE ate Soe am ee ee ee Sea ae ghee aimed | 7.4 
Ae SR Rae ee tae SR AE Sie eS = aap oe 156.0 | 143.9 | 202.0 
ES i,t. hla Wahaccu is Olin do icone ooakieeke bake | 100.0 | 95.1 | 94.2 
DING fe ers eR ees un aie gsi on ates ain ere agar | 15.1 | 12.1 | 31.2 
OS RE SAIS OS SEE EI Mes bo EF A Sie ee a SERS ear —-.5 | 9.4 
ee | ~ii.3 | —-11.3 | 4.7 
cE RA 62.6 59.8 | 83.4 
United Kingdom... 350.1 | 349.3 | 209.5 
Se RES SR RRR ee 28 SERRE PS rane aire renee se | 81.3 | 76.7 | 75.8 
Unidistrimaied oven fetpnt ons cee | 342.5 | of YE Nass 
I che tea a tl, chance Paulecbeniidndiresaadldanpiince | 1, 435. 3 | 1, 343.8 1, 686.0 


| \ 





1 Excludes allot ments of $31.5 million from fiscal year 1951 funds advanced for fiscal year 1952 program and 
includes carry-over of $2.4 million allotted but unobligated in fiscal year 1951. 

? Includes expenditures in fiseal year 1952 in liquidation of prior year obligations. 

3 $21.8 million of these amounts are to be liquidated as a result of transportation earnings and will be 
allotted and obligated by countries to complete country programs, 


MILITARY PROGRAM 


Mr. Gary. You may proceed with the justificatioa of the military 
request for Belgium. 

General Outmstrep. Mr. Chairman and gentlemen, you have before 
you on the photostatic sheet the funds requested for the Belgium- 
Luxemburg program for 1952, and the breakdown of the items by 
major categories that go into that program. 

You also have on the other photostatic sheet in the other book a 
picture of the progressive development of the active and readily 
mobilizable forces for Belgium for the beginning of the calendar years 
1951, 1952, and 1953. 

Belgium’s colonial military requirements are relatively negligible at 
the moment. Her entire build-up effort is focused on the de -velopme nt 
of forces to meet NATO and territorial defense requirements. Her 
programs appear to be adequate to meet both requirements with some 
slight overemphasis on the latter. 

The planned navy is adequate for its mission which does not include 
an integrated role with the other two services. 

They, on the other hand, are planned to produce a balanced 
Army-Air Force team. 

The following significant actions were taken during 1951 toward an 
improved defense: (a) Defense expenditures were increased by 
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approximately 52 percent; (6) the effective period of national service 
was increased from 12 to 24 months; (c) plans are well developed for 
fierd maneuvers in the fall of this year; (d) further basic improvements 
were made in the Air Force by intensifying base and depot construc- 
tion and development of a maintenance plan for support of all 
projected Air Force equipment through 1954. 

The rate of MDAP deliveries of Army equipment has in some 
respects retarded the advancement to combat readiness of the Belgian 
units. It has not delayed the mobilization or training program, but 
some units would have reached a more acceptable degree of combat 
efficiency if delivery of equipment from this program had been more 
rapid. 

The combat effectiveness of the army and the navy is good. That 
of the air force, which traditionally has not been large, is being 
improved. 

While development of major combat units has been satisfactory, 
progress has been slower in developing logistic and support units. 
However, except for the navy, which is almost entirely dependent on 
outside sources for maintenance and supply, a proper balance is being 
achieved in this respect. 

The national service period has been extended from 12 to 24 months. 

Training approaches the highest standards in Europe, except for 
the navy, for which only basic skills, are available, and for the training 
of air force pilots. Service schools have had adequate capacity for 
the build-up of Belgian forces. 

The morale of the armed forces is good and has improved with the 
receipt of MDAP equipment and the general improvement in the 
Belgian defense posture. Remaining areas of weakness center around 
such lack of career incentives as low pay and slow promotions. There 
is no tangible evidence of the Communist element. 

The most significant items needing correction are: Their reserve 
training is inadequate, incentives for regular personnel are insufficient 
to provide a satisfactory proportion of regulars, and the mobilization 
plans are not yet adequate and should be tried out in exercises. 
That, by the way, is in the process of being done this year, 

(Discussion off the record.) 


MILITARY PERCENTAGE OF GROSS NATIONAL PRODUCT 


Mr. WiaGiesworrn. What is the gross national product and what 
is the percentage of that that goes into the military expenditure as 
far as Belgium and Luxemburg are concerned? 

Mr. CLeve.anp. For the current fiscal year the gross national 
product is $7,762,000,000. The defense effort this year is $435,000,- 
000, which is 5.6 percent of the gross national product. The projec- 
tion for next year is that they will go to $610,000,000, and that will 
be 7.7 percent of the gross national product as projected. 

Mr. WiaG.ieswortu. Population wise the contribution in man- 
power is about 1 percent, is it not? 

General Otmsrep. Off the record. 

(Discussion off the record.) 








462 


AIR FORCE PROGRAM 


Colonel Kie1n. Gentlemen, as you know, Belgium is another 
country which has never had a very large or a very effective air force. 
Our past programs and the 1953 programs have been designed to 
provide the deficiency requirements for the forces that Belgium has 
committed to the NATO defense effort. 

I might say in passing that although Belgium has never had an 
air force, that is, a substantial air force, there is no country in Europe 
that has more eagerly anticipated and more gratefully received air 
force equipment than Belgium. 

Our Air Force section of the MAAG there has been very successful 
in dealing with the Belgian Air Force, and has been very successful 
in the counseling and advising them as to the way the Belgian Air 
Force should be organized and how it should function. 

The top level officers in the Belgian Air Force have been most re- 
ceptive to all kinds of suggestions and have accepted recommenda- 
tions put forth by the United States Air Force officers in the MAAG. 

We have every reason to believe that the Belgian Air Force, as it 
gets experience in operating the equipment that is now arriving there, 
will certainly be a very viable, active, and combat-effective force. 

Our past programs—the 1950, 1951, and 1952 programs for "el- 
gium—contain certain numbers of fighter bomber aircraft, tactical 
reconnaissance aircraft, all of them jets; as well as jet trainers, and 
transport aircraft with piston-driven engines. The programs also 
provided additional support equipment and some of the peacetime 
attrition aircraft for these forces, organized into fighter bomber 
squadrons; operational training units; tactical reconnaissance squad- 
rons, and transport squadrons. 

The 1953 program which is being presented today contains only the 
additional attrition aircraft and support equipment to complete the 
equipping of units activated in prior year programs. The 1953 
program also provides additional peace attrition aircraft requirements, 
and spare parts, and includes F-84 aircraft with 1 year’s spares and 
reconnaissance F-—84 aircraft with 1 year’s spares. 

At this time I would like to pass out copies of our programs for the 
fiscal year 1953 for your perusual, and I will be happy to answer any 
question you may have regarding any item on the program. 


REPLACEMENT PROGRAM 


Mr. WiacLteswortn. I understand that these aircraft are all 
necessary in the nature of replacement; is that it? 

Colonel Kierx. These are peace attrition aircraft, that is, the 
aircraft we expect them to lose in normal peacetime operation. Our 
previous programs have provided what we call unit equipment; 
that is, the basic number of aircraft required in a unit. When we 
provide the basic number of aircraft, it is so many aircraft for each 
squadron. We also give them during the course of the year a stated 
percent peacetime attrition factor. 

Mr. WicGLeswortu. That is in the nature of replacement? 

Colonel Kiem. That is right. 

So the aircraft in this program are replacement aircraft for those 
we expect them to lose during normal operations in peacetime. 

Mr. Wiceieswortn. Off the record. 

(Discussion off the record.) 
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NAVY PROGRAM 


Commander Danrortu. Mr. Chairman and members of the sub- 
committee, the Belgian program this year is considerably reduced— 
in line with Mr. Wigglesworth’s last remark off the record—from 
previous years. The MAAG has recommended that the program this 
year a as indicated here, and these remarks will have to be off the 
record. 

(Discussion off the record.) 


ARMY PROGRAM 


General Otmstep. Mr. Chairman, if there are no further questions 
about the navy item, Colonel Corbett will present the army program 
for both Belgium and Luxemburg. ‘There is no naval or air program 
for Luxemburg. We will present our army program for the two 
countries combined. 

Colonel Corsetr. Mr. Chairman and gentlemen, I hand you the 
program for Belgium and Luxembourg. The matériel program for 
Belgium for the fiscal year 1953, has the following objectives—to pro- 
vide for maintenance of equipment of United States origin on hand, and 
on previous MDAP programs; to complete the minimum essential 
issue of equipment for the divisions in being in 1952, and to partially 
equip their supporting units; and to furnish a portion of the major 
categories of deficiencies for the units that are to come into being dur- 
ing the current year. 

I would like to call your attention specifically to the fact that no 
ammunition, administrative vehicles, or individual weapons are in- 
cluded in the current program. 

We have achieved a position in Belgium where they are providing 
their own ammunition of all types. 


AMMUNITION 


Mr. Gary. What is this other ammunition for? 

Colonel Corsetrr. The Air Force has ammunition in its program. 

Mr. Gary. Is all the ammunition and small arms shown on this 
chart for the Air Force? 

Colonel Corserr. Air Force and Navy. We have machine guns, 
the .50 caliber machine guns. 

Mr. Gary. I thought you said no small arms. 

Colonel Corserr. No individual weapons, sir; not small arms. 

Mr. Gary. And all the ammunition for small arms is for the Air 
Force? 

Colonel Corsetrr, That is correct. 

Mr. Wiaeiteswortx. Will you be commenting separately on 
Luxemburg? 

Colonel Corspetr. Yes. There is a separate program for Luxem- 
burg. 

Although they are funded and delivered together, sir, there is actu- 
ally a program for each. 

General OtmsrEep. We will now proceed with the presentation of 
Portugal. 

Mr. Gary. Before you proceed, as I understand it, there is no de- 
fense-support program for Belgium? 

Mr. CLevELAND. That is correct. 
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BELGIAN TRADE AND DOLLAR BALANCES 


Mr. Wiac.iesworts. Is Belgium contributing indirectly to the 
dollar balances? 

Mr. CLeve.tanp. The Belgians export to the rest of the European 
countries a great deal more than they import. A portion of that, 
working out at about 50 percent of the surplus that they have been 
running with the rest of Europe, has been paid for by the other 
countries through the European Payments Union in gold and dollars. 
Belgium represents a somewhat harder currency trading area for the 
other countries than is the case with their other trading partners in 
Europe. 

On the other side of the same coin, of course, is the other 50 percent, 
or so, that constitutes an extension of credit by the Belgians to the 
other European countries. To this extent the Belgians are helping 
to finance through credit a larger volume of trade in Europe than 
would otherwise be possible. ; 

MILITARY PROGRAM FOR PORTUGAL 


General Otmstep. You have before you the manpower strength of 
Portugal. 

From a military standpoint, the Portuguese ground forces, as well 
as their naval air forces, are oriented to SACLANT, Admiral 
McCormick, and to SHAPE. 

Mr. Wiccieswortn. What do you mean when you say “oriented’’? 

General Otmstep. He will have command of Portuguese forces as 
now envisaged. 

Mr. Wice.ieswortu. Is not Admiral McCormick under SHAPE? 

General Otmsrep. His is an independent command. 

Mr. Wiceiteswortnu. Off the record. 

(Discussion off the record.) 

General Otmstrep. The Portuguese law authorizes a total of 22 
months of active military service for the Army and the Air Force 
which is a part of the Army, and in practice a minimum of 16 months 
being the rule, and in the Portuguese Navy the minimum period of 
service Is 28 months. 

I will make a few comments off the record about the over-all 
strength of their forces and their condition. 

(Discussion off the record.) 

Mr. Wiceiesworrn. Oilf the record. 

(Diseussion off the record.) 


AIR FORCE 


General Otmstep. May we proceed, then, with the Air Force 
presentation? Colonel Klein. 

Colonel Kier. Mr. Chairman and members of the committee, 
again in Portugal we come to a country which has never had an air 
force, except a very small one. The Portuguese are very anxious to 
create an effective air force. 

They have recently put before their National Assembly a plan to 
separate the air force from the army, so that the air force can have a 
separate budget. This should be a long step forward in creating a 
better organized and more effective air force. 
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We are attempting to provide equipment for a very modest air force 
in Portugal. We have found that even with a modest program we have 
had to reschedule our deliveries of aircraft. 

As a consequence you will find that the program that we are con- 
sidering today, the fiscal year 1953 program, is relatively small. 

In our 1951 and 1952 programs for Portugal we provided first of all, 
certain propeller-driven F—47 aircraft. They were to serve until we 
could provide jet aircraft and, of course, due to the long lead time in- 
volved ia producing jet aircraft we had to program them in our pre- 
vious year’s programs. So, in previous programs we also provided for 
F-84 jet fighter-bombers: which are sufficient to equip squadrons 
committed to NATO. 

There were also SA—16’s and H-19’s, for use in the air-sea-rescue 
requirements, 

There were also sufficient aircraft spares programed for a year’s 
normal peacetime operation of the aircraft previously furnished and 
scheduled to be delivered. 

These programs also included a substantial part of the equipment 
for the combat supporting units. 

The fiscal year 1953 program before, us today will provide F—84 
fighter-bomber aircraft, which represent, agein, the peacetime attri- 
tion requirements only. They will be able to meet the peacetime 
attrition requirements for an added year. 

There are also sufficient aircraft spares for an added year’s normal 
peacetime operation of the aircraft presently furnished and to be 
furnished, and it also has the necessary support equipment required 
for the fighter-bomber units and air-sea rescue unit | mentioned 
before. 

At this time I would like to pass to the cheirman of the committee 
copies of our 1953 program for your inspection and review. 

Mr. Cievencer. Is it presumed that they will be able to accept 
delivery of F—84 type of planes? 

Colonel Kier. Eventually they will, yes, sir. As I say, we have 
rescheduled delivery of the aircraft. 

If at any time it ever becomes obvious that they will not be able to 
support the aircraft, we will always have other places we can put 
those aircraft in NATO where they will be urgently required. 

That, again, is one reason why we cannot show commitments or 
obligations by country, as Mr. Wigglesworth requested a while ago, 
because it depends on how you schedule the aircraft or equipment as 
it goes in. 

Mr. Cievencer. This is just a little beefing up of the appropriation 
for aircraft? 

Colonel Kier. This is to provide the peacetime aircraft attrition 
for those that we expect to be operating. These aircraft will not come 
off the production line fora long time. If we are going to have aircraft 
there, and if Portugal is going to meet her commitments, we have to 
program the aircraft now. 

Mr. Wiaciteswortu. Well, it is just a question of terminology, is it 
not? You say program instead of allocation, and you use something 
else in place of obligation, and you use delivery in place of expenditure, 
but it is substantially the same thing from a dollars and cents point of 
view, is it not? 
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Colonel Kiern. I do not know just how to answer that question 
Mr. Wigglesworth. If you are considering deliveries in any particular 
year—as I understood it, your question was how much have we ac- 
tually provided a particular country during a fiscal year. You wanted 
to know that for fiscal year 1952. After equipment has been delivered, 
then it becomes something finite. You can put your fingers on it and 
say, ‘“The value of this equipment represents so may dollars.” You 
can report that, yes. 

Mr. Gary. There are numerous steps through which it has to go, 
beginning with our appropriation and ending with delivery. 

Colonel Kier. Yes, sir. 

Mr. Gary. And the various terms describe the various steps in 
that process. 

Colonel Kier. Yes, sir, that is exactly right. 

General Otmstrep. Commander Danforth. 


NAVY PROGRAM 


Commander Danrortu. Mr. Chairman, and members of the sub- 
committee, I will distribute these without further discussion. 

Portugal had no Navy program in 1950. As a consequence they 
are somewhat behind the other NATO countries. Therefore, this 
program provides a pretty good increment toward building up their 
forces, and we have a total number of ships indicated. 

Mr. WicaLeswortu. Now, off the record, what are these ships? 

(Discussion off the record.) 


ARMY PROGRAM 


General OumstrEp. Colonel Corbett. 

Colonel Corserr. Mr. Chairman and gentlemen I have just given 
you the matériel program for Portugal. 

The objectives of this program are: 

To provide maintenance for United States equipment on hand, 
including that furnished under previous MDAP programs; and to 
provide additional quantities of essential equipment for their com- 
mitted forces, plus a limited quantity of required equipment for the 
supporting units. 

A limited ammunition allowance at combat rates has been provided. 

Mr. WiaGaieswortu. Off the record. 

(Discussion off the record.) 

Mr. WiccLteswortu. There is no defense support contemplated 
for Portugal? 

Mr. Gary. No defense support. 


NETHERLANDS 


General OtmstED. May we go on now, Mr. Chairman, to the 
Netberiands? 

Mr. Gary. Yes. 

General Outmstep. Mr. Chairman and gentlemen, you have before 
you photostatic sheets showing the funds requested for the Nether- 
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lands program for the fiscal year 1953, and the major items that will 
be procured with the funds. 

You also have on the photostatic chart, the current strength of 
active and readily mobilizable Netherlands forces, and the anticipated 
build-up for the calendar year 1952. 

(Discussion off the record.) 

Mr. Wiac.eswortu. That is during 3 years? 

General Otmsrep. Yes, sir. 

The Netherlands program for the buildup of the major army, navy 
and air force combat units was designed to provide sufficient units to 
meet the current tentatively agreed NATO force commitments. The 
present indications are that the commitments will be met. 

The significant actions taken during 1951 trying to improve defense 
are: (a) Defense expenditures increased by approximately 22 per cent; 
(5) The effective term of army conscript service was increased from 16 
to 20 months to bring it in line with the other services; (c) Progress 
was made in the development of the land air force; In the army, 
Indonesia veterans were organized into reserve war units and re- 
trained for a 4 weeks period; (d) An international training team has 
been requested, and a number of them have been established for the 
purpose of assisting in organizing and training the army. 

The Netherlands forces have the capability of receiving the MDAP 
equipment programed to date. 

Off the record. 

(Discussion off the record.) 

General Otmsrep. Back on the record. 

The logistical support system and its facilities are generally adequate 
except in the army where it is deficient in housing facilities, base 
maintenance, combat units and warehousing. 

The national period of service is in the army 20 months, the navy 
21 months, and the air force 21 months. 

The training systems and establishments are adequate. 

(Off the record.) 

(Discussion off the record.) 

General Otmstep. Back on the record. It is believed that with 
the arrival of the SHAPE training team in the Netherlands it should 
materially help the Army in eliminating the logistical deficiencies that 
now exist in that service. 

The force buildup envisaged for the Netherlands is as follows. Off 
the record. 

(Discussion off the record.) 

Genera] Oumstep. 1 would like now to have Colonel Klein present 
the specific air program. 

Mr. WiaGLeswortu. I note that the number in the armed forces 
in terms of the population is somewhat lower than in other countries. 

(Discussion off the record.) 

General Oumstep. I would say that is about the same as the United 
States on a readily mobilizable basis. We have just a certain number 
on a readily mobilizable basis, out of a population of 156 million. 
Would not that come out just around the same percentage? It 
would be very near it, would it not? 

Mr. Wiacieswortn. All right. 
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AIR FORCE PROGRAM 


Colonel Kixrn. The general opening remarks that I made about 
the Belgian Air Force are applicable, in general, to the Netherlands 
Air Force. 

The Netherlands has never had a large or effective air force, but 
they are very eager to build one. ‘There are deficiencies in the total 
requirements for their NATO commitments that we are trying to fill 
in our air force MDAP program. 

Here, again, we find a country which has eagerly awaited equip- 
ment. They are very responsive to suggestions and counsel on the 
part of the air force section of the MAAG as to improving their air 
force organization and structure. 

Through the fiscal year 1952 program and previous programs we 
provided the Netherlands with fighter-bomber jet aircraft, tactical 
reconnaissance jet aircraft and training aircraft, together with the 
associated organizational field, depot and maintenance equipment, 
and the associated air matériel that goes along with the combat units 
and support units. 

These prior programs also included required peacetime attrition of 
aircraft for a limited period and the aircraft spares required for a 
shorter time for these units—fighter squadrons, tactical reconnaissance 
squadrons, and training units. 

The 1953 program is designed to continue these programs, and 
provides fighter-bomber aircraft, jet reconnaissance aircraft and 
additional year’s peacetime attrition requirements and also the main- 
tenance and operation of these air units, such as an additional year’s 
requirements for aircraft spare parts and the other associated matériel 
deficiencies. 

I would like to pass copies of the program to the chairman of the 
committee and the members so that they can see what major items 
are in the program. 

UNIT COSTS 


Mr. WiacGiesworrn. It was stated yesterday, or the day before 
that the unit costs presented in connection with this bill are the 
same as those used by our own Armed Services for their requirements. 

Colonel Kier. Yes, sir. 

Mr. WiGeieswortn. Do you know as of what date these unit 
costs were determined? 

Colonel Kiet. No, sir, Mr. Wigglesworth, I do not know. Do 
you know, Mr. O’Hara? 

Mr. O’Hara. The latest procurement price (on items under pro- 
curement) was taken at the time the programs were developed. That 
may vary slightly, but, generally speaking, it was within a recent 
period, of about the past 90 days. 

Mr. WicGLesworru. Are these unit costs identical with the figures 
used by the Army, the Navy, and the Air Force when they presented 
their requests for appropriations, or have there been changes which 
have applied to them as well as to the MSA aid reflected here? 

Mr. O’Hara. There were some changes. The unit costs for each 
of these programs were based on the same procurement program 
prices, except that there are minor differences, in many cases, between 
the United States item and the item destined for NATO or for other 
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countries. There may be slight variations in cost due to the differ- 
ences of the type of installed equipment, and so forth. In the case 
of some of these items there has been redetermination since the original 
military budget was prepared, and those redetermined prices were 
taken into account up to the time of their preparation for these 
programs. 

Mr. WiacieswortH. But, generally speaking, all units prices that 
you are presenting here were determined within the past 90 days? 

Mr. O’Hara. Approximately so. 


OBSOLESCENCE OF AIRCRAFT 


Mr. CLeveNnGcer. You are providing here airplanes for use 2 or 3 
years hence. Is this program flexible enough to take advantage of the 
results of research and improvements in jets in the meantine? That 
is, there is nothing about it that ties you to the delivery of these F-84’s, 
if we come up with a lot better plane? The thing I am talking about 
is that I do not want to appropriate many hundreds of millions of 
dollars or billions of dollars for obsolescent planes. How long would 
it take to change these contracts, and are some of these planes capable 
of being switched at any time a new development takes place? 

Colonel Kier. The production lead time is such on planes that 
we cannot expect at this time to get any later designed aircraft in 
this program. These are the planes we can order now. Assuming 
that we put the orders in a year later, we would get the end item a 
year later. 

Mr. CLievencer. What I am getting at is that we are not going to 
sleep on today’s airplanes? 

Colonel Kiem. You are absolutely right. That is one reason why 
we carry funds over 1 year to another to permit of the inclusion of 
engineering changes. 

Mr. CLevencer. It might be the same basic airplane, but I do 
not want to be frozen to today’s airplane. 

Colonel Kirin. You are right, and there is sufficient flexibility 
to take care of that. 

Mr. Gary. You buy the latest plane that is available at the.tame 
you place the order? 

Colonel Kien. Yes, sir, that is right. 

Mr. CLevencer. I do not want any of these debacles that we had 
during this late war, when we went in and built obsolescent planes 
with our eyes wide open. If I provide money I want to provide it 
for a program that is flexible enough to take advantage of every 
engineering improvement or development that can be added to the 
planes. I do not want a fellow up there with a nearly good machine, 
and I do not believe you do, and I want to be sure that we do have 
some flexibility for taking advantage of the engineering advances 
which have been made. 

Mr. Gary. Mr. Clevenger, you have heard all of this talk about the 
superiority of the Russian MIG’s over our jets. When I was in Korea 
the American boys said that the Russian MIG’s do have a certain 
superiority at very high altitudes, but that they preferred the American 
jet to the Russian MIG, and they think for all-around performance it 
is a much better plane than the Russian plane. 
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Mr. CLEevENGER. I think your concern is the same as mine, that we 
want the American aviators to have every advantage that engineering 
can give them. 

Mr. Gary. Yes. The boys who are flying in Korea said that they 
would rather have the American planes. 

Mr. Cievencer. Now, may I ask you something strictly off the 
record? 

(Discussion off the record.) 


NAVY PROGRAM 


General Otmstep. Commander Danforth. 

Commander Danrortu. Mr. Chairman, and members of the com- 
mittee, | would like to point out that in the case of the Netherlands 
our assistance has reached, we hope, a position where we can now see 
a tapering off. Without further ado I will present these programs. 

Mr. WiaaiteswortH. Why should not that point be reached? 
Offhand, it seems to me that the Netherlands ought to be in pretty 
good shape to take care of themselves in terms of shipping. 

Commander Danrorru. Well, they are. 

Mr. Wiaeiesworrn. Then why do we have to continue? 

Commander Danrortu. Well, as the general pointed out with re- 
lation to France, in general they have a deficiency in some of the latest 
things that we use as a general thing all along. We have brought them 
up to date where they needed modernization. 

(Off the record.) 

(Discussion off the record.) 

Mr. WiaciesworrnH,. On the record. 

I notice that there is apparently a request here for Government- 
furnished equipment and spare parts, and consumable supplies, al- 
most as much as the amount requested for the ships to be supplied. 

Commander Danrortu. No, sir; that is all part of that same ship. 
The whole item there is for the ship. Part of it the builder furnishes, 
like piping, windlasses, and some of the bridge equipment. The other 
part the Government furnishes. The reason for two entries in this 
program, like all of the other programs, is because those two items are 
Bureau of Ships’ items. Their funding and control system of ac- 
counting requires us to make two line entries. It is only for account- 
ing purposes. It is all forthe same ships. We have equal numbers of 
sets of contractor furnished, and Government furnished sets, so we 
have equal numbers of sets of ordnance, and ammunition allowances. 

Mr. WiaGieswortn. Is this the last increment for this program on 
the part of the Navy? 

Commander Danrortn. I would think not. 

Mr WiacieswortuH. You said it was tapering off. 

Commander Danrortu. Yes, sir; we have passed the peak. 

Off the record. 

(Discussion off the record.) 


CONSTRUCTION TIME FOR SHIPS 


Mr. WiGGieswortH. How long does it take to build these ships? 
Commander Danrortu. Well, they would probably have a lead 
time of probably from a year to a maximum of 18 months. 
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Mr. WiccieswortH. Would it run as long as that for this type of 
small vessel? 

Commander Danrortu. There is a lot in that hull; there is a lot of 
ship packed in there. I had one during the last war. 

Mr. WiGcGLEswortH. You mean that these ships will not be de- 
livered in the fiscal year 1953 under any conditions? 

Commander Danrortu. Well, it depends on when the funds are 
appropriated for them, and when we can actually obligate the funds. 

Mr. WiGcG.ieswortu. It does not matter when they are obligated, 
they will not be ready in 1953 if 18 months is required? 

Commander Danrortu. No, certainly not. 

Mr. WicGLeswortH. Let me ask either of you gentlemen off the 
record, what does the Netherlands have on hand in terms of a fleet? 

(Discussion off the record.) 


ARMY PROGRAM 


General Otmstxp. Colonel Corbett. 

Colonel Corserr. Mr. Chairman and gentlemen, I have just given 
you the matériel program for the Netherlands for the fiscal year 1953. 

The objectives of this program are to provide for the maintenance 
of equipment of United States origin on hand, including that furnished 
under MDAP programs; to augment the initial issue of equipment 
for the committed forces in 1952, plus a limited quantity of ammuni- 
tion and limited equipment for the support of forces; and to pro- 
vide, within the fund limitations, initial additional equipment for 
additional units to be committed during the fiscal year 1953. 

Of the entire program approximately 88 percent is for ordnance 
matériel, 9 percent for signal, and 3 percent for engineering equipment. 


TANK PROCUREMENT 


Mr. Wiaciteswortu. Are they obtaining all of their tanks from us? 

Colonel Cornett. They are all programed to be procured from us 
at the present time, all the medium tanks. 

General Otmstep. I think the committee might be interested in 
this fact about tanks. Netherlands is one of the countries that we are 
consulting about the possibility of substituting the British-made 
Centurion tank for our own medium tank. There are several possible 
advantages to that if it can be worked out suitably. One of them is 
that it tends to further broaden their European industrial base, and, 
two, it injects, through the offshore procurement procedures, some 
additional dollars in the United Kingdom economy, The current cost 
of the British Centurion is somewhat less than the current cost of our 
own medium tank, so that we believe that there might be some cost 
saving, or—to say it another way—we might get more tanks for the 
same amount of money. 

That negotiation has not been finalized, but it is well along, and we 
are hopeful that it will work out. 

Mr. WicGcieswortn. Off the record. 

(Discussion off the record.) 

General Otmstep. That concludes the military presentation for. 
the Netherlands. 


DEFENSE SUPPORT 


Mr. Gray. We will next take up the defense support for the 
Netherlands, and in that connection we will insert in the record the 
first part of page 60 and page 61 of the justifications. 

(The matter referred to follows:) 


NETHERLANDS 


Defense program.—Defense expenditures are rising, from $228 million in fiscal 
year 1951 to a projected $429 million in fiseal vear 1953. Production of military 
hard goods will nearly triple during this period and should constitute almost 30 
percent of the defense program in fiscal year 1953. As a result of the cut of nearly 
$24 million in defense support, however, the $429 million now provided for defense 
expenditures will be some $45 million less than the earlier plan. 

The Dutch defense effort is greatly dependent upon imports of raw materials. 
At the same time, the defense effort itself cuts down Dutch capacity to produce 
exports to pay for these imports. The shipbuilding industry, which would other- 
wise make an important contribution to export earnings, has been geared to the 
production of minesweepers and other naval purposes. The raw materials for these 
and other defense goods are imported largely from the dollar area. 

Economic situation.—The Netherlands is a densely populated country with few 
natural resources. In order to maintain high production and employment levels, 
the Dutch must rely heavily upon imports to provide the raw materials needed for 
military production, for domestic consumption and for processing for its export 
trade. Historically, imports have amounted to 40 to 50 percent of gross national 
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Netherlands—Continued 
AREA AND POPULATION 
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Mr. Gary. It appears from the table, page 61, that the United 
States defense support requested for the fiscal year 1953, is $56.4 
million as compared with $100 million for fiscal 1952. 

Mr. CLEVELAND. That is correct, sir. 

As you know, the Netherlands has several distinctions among the 
European countries. It is perhaps the most densely populated piece 
of real estate in the world. Its reliance on foreign imports is greater 
than that of any other European country. Imports into the Nether- 
lands run as high as 40 percent of gross national product. 

The Netherlands Government has laid out a 4-year program of 
defense expenditure. Last year, fiscal year 1951, they brought their 
defense expenditure to $246,000,000, which was 4.2 percent of gross 
national product. This current fiscal year they are spending about 
$395,000,000, or 6.6 percent of gross national product, and next year 
we project they will be able to spend $429,000,000, or 7 percent of 
gross national product. 

With the amount of defense support originally requested at the 
authorizing stage of this legislation, it would have been possible for 
them to achieve about 7.7 percent of the gross national product. 

There is an arrangement whereby all the counterpart in the future 
that becomes available will be used to supplement the military budget 
in the Netherlands. 

EQUIPMENT PRODUCTION 


On the equipment side the Netherlands can and will produce a good 
deal of equipment on their own account. 

The production of military hard goods, which represents a part 
of the total defense expenditure is actually going up faster than the 
total of defense expenditure, from $46,000,000 in 1951 to $124,000,000 
projected in fiscal year 1953. In terms of real things, this fits in 
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with what was said before about the ability of the Netherlands to 
provide a good deal of its own naval and other equipment. There is a 
very sizable naval production program in the Netherlands at the 
present time. 

They also produce a good many other things. Their electronics 
industry is very competent and is being geared to the defense effort 
at the expense, by the way, of some of their normal dollar exports. 
They will be producing a sizable number of military trucks next year. 
The Dutch are working on a large order for the delivery of airframes. 
They also produce some ammunition, 


INFLATION 


Their problem, before and right after Korea, has been that of tre- 
mendous inflationary pressures internally. The Netherlands Govern- 
ment has taken a series of very strong and excellent measures to cope 
with those inflationary pressures, including reducing consumption. 
The total amount of consumption in the Netherlands, both this year 
and next, will be lower than in 1951. There is some reduction in 
investments. There is some reduction in food subsidies. There is 
some increase in imports, but they have found it possible to increase 
imports without substantially increasing the amount of dollar financ- 
ing required by finding the imports elsewhere in the world. New 
credit controls and some increases in their tax receipts have also been 
undertaken. 

On the import side, their needs cover the whole gamut of the re- 
quirements of an industrial economy: iron and steel, petroleum, ma- 
chinery, industrial chemicals, cotton and some imported grains which 
they have to pay for in dollars. They have been able to increase 
exports, in part by emphasizing agricultural exports which do not 
compete so directly with the production of military hard goods. 

One example of the way in which defense support has a multiplied 
effect in each of the economies of this European and NATO partner- 
ship might be useful to mention. 

During this last year we contributed $1,000,000 of essential Ameri- 
can-made parts to the production of 25 locomotives in Holland, made 
at Zuilen. The total value of these locomotives was $5.3 million, so 
the ratio or multiplier between the contribution of defense support 
and the value of the final product was a ratio of 1 to 5.3. This actually 
understates the true economic ratio between that import and the total 
economic effect within Holland, because these locomotives will be used 
to haul coal from the coal-producing region of the country to the 
primary industrial areas in the west. The added efficiency and econ- 
omy produced by these locomotives is impossible to measure in num- 
bers, but they will obviausly add to the value generated by putting 
in the original $1,000,000 of American-made parts. 

Defense support, therefore, is particularly essential in a case like 
the Netherlands where there is such a heavy dependence on foreign 
aid. If this upward curve of defense expenditures—the divisions, 
the cruisers, the minesweepers, the airframes and the rest of it—is 
going to be continued in an economy which requires industrial imports, 
some defense support must be provided. 
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DECREASE IN OTHER ASSETS AND PAYMENTS 


Mr. Wiccieswortn. Apparently you estimate the gross national 
product at $6,100,000,000, of which the central government takes 
about $1,378,000,000 with a contemplated budget deficit of 
$200,000,000. The military expenditure is $429,000,000, or around 7 
percent. The balance of payments statement indicates an increase in 
imports from $366,000,000 to $379,000,000; an increase in exports 
from $141,000,000 to $179,000,000, and an increase in offshore pro- 
curement. There is a substantial decrease of about $42,000,000 in 
other assets and payments, net. That gives you an adverse balance of 
$99.2 million, about the same as this year, which you propose to offset 
by $35.8 million from reserves, $7 million from pipeline and $56.4 
million from defense. 

What is the explanation of the $42.4 million decrease in “other assets 
and payments, net?’’ 

Mr. Cieve.anp. That consists of four items: the balance of re- 
ceipts and payments for services; a small item for the so-called asso- 
ciated monetary areas, that is to say, the colonies; the net settlements 
in the European Payments Union; and capital operations. 

The balance of services goes from a plus $59 million to a plus $65. 
million. 

The associated monetary areas stay about even at a minus $1.3 
million for the fiscal year 1952 and a minus $1.1 in the fiscal year 1953. 

The big change comes in the net settlements in the EPU. 

In 1952 the Netherlands ran a sizable surplus with the rest of Europe, 
to such an extent that it received payments of gold and dollars from 
the European Payments Union of $64 million. 

Our projection for the next year indicates that it will continue to 
run a small surplus, but quite small, and will receive payments of 
only $3.4 million. 

Mr. WiaaLeswortH. Why? 

Mr. Cievetanpb. The primary reason for the change is this. You 
will notice that there has been a similar change projected in the case 
of Germany, the Netherlands, and Italy. What has happened this 
last year is that the French, as a result of inflation and some capital 
flight, have run a sizable deficit with the European Payments Union. 
The British, as you know, have run a very large deficit, so large that 
they have actually exceeded their quota of over a billion dollars which 
was originally set in the European Payments Union. Every dollar 
of deficit that Britain now runs with its European partners has to be 
paid for 100 percent in gold. 

Now, the French and the British have taken a series of measures, 
both internal monetary measures and external trade controls, to 
reduce imports. These measures are just now beginning to take effect. 
Neither britain nor France can possibly stand a continuation of the 
EPU deficit to the same extent that they have in the past. 

The presumption therefore is that the positions will tend to reverse, 
both in the French and the British cases. This reversal will greatly 
cut down the ability of some of these other countries that have been 
running very large surpluses in this fiscal year to earn hard money 
from the European Payments Union next year. 

On the other item of other receipts and payments, capital operations, 
in 1952 there was a positive balance of $2.8 million; in 1953 it is pro- 
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This reflects mostly more use of private 
foreign investment in the Netherlands. They have been quite success- 
ful in encouraging private investment. They have recently received 
a loan from the Chase Bank, for example. 

Mr. WiceLeswortH. W hat are the pipeline figures? 

Mr. CieveLanp. The incoming pipeline at the beginning of the 
year is $42.5 million and the outgoing pipeline at the end is $35.5 


million. 


jected to be 15 million. 


IMPORTS FINANCED BY MSA 


Mr. WiacieswortH. Do you have one o1 those commodity sheets 
that we have inserted in the record for the Netherlands? 

Mr. CLEVELAND. | have. I do not believe we inserted one for 
Germany. Would you like one for Germany? 

Mr. Gary. We would. We will insert the one for the Netherlands 
in the record at this point. 

(The matter referred to follows:) 


NETHERLANDS 


Estimated imports from all sources, United States, and MS A-fina need for fiscal years 
1951-52 and 1952-538 


{In millions of dollars] 


Fiscal year 1951-52 Fiscal year 1952-53 





Commodity | | 
7 United MSA- ee, United MSA- 
| Total States | financed Potal States | financed 
| j 
Food and agricultural imports: | | | 
|” Mee RS Pe Spans ae : 404.6 | 62.5 | 19.6 414.4 51.2 oon 
Feed and fertilizer oe ne 105.4 | 34.0 | 13.5 118.4 , ht ae 
Natural fibers pietaldictha | 138. 4 | 42.1 &.8 149.9 42.8 14.7 
Other agricultural pro Saat es 92.6 | 16.2 1.1 94.6 16.1 
Total food and agricultural imports _! 741.0 | 154.8 43.0 768.3 136.0 14.7 
Industrial imports: | 
Fuels ikea tacos 224.0 | 54.6 14.2 234.0 44.6 7.0 
Industrial raw materials : ; 546.7 | 25.1 20.5 5S. 4 27.5 15.5 
Capital equipment ' 301.5 | 29. 1 12.6 x08. 1 56.0 12.2 
Other manufactures and raw mate- 
vials LENSE Fee Seen spel | 641.8 16.4 .9 804. 2 23.9 1.4 
Total industrial imports. .........- 1,714.0 125. 2 48.2 1, 995.7 152.0 6.1 
Total commodity imports sas se 2, 455.0 280.0 91.2 2, 764.0 288. 0 0.8 
Transportation : Pe pene 8.8 ik eins cana 5.6 
Total MSA defense suppor t program ___. ; we 100.0 tesa tos he 56.4 
Total... * ASSES AS EB Re. PRI A daiteanwa| ms adtencente 56.4 


CAPITAL EQUIPMENT ITEMS 

Mr. WiaaLeswortH. What is the capital equipment contemplated 
here? 

Mr. CLevetanp. Various forms of industrial equipment required 
in the main industries of the Netherlands. They produce a good 
many things to American specifications. 

As you know, they have a big installation of the Phillips Co. over 
there, and they normally import a good deal of American industrial 
machinery. They are not a big machinery-producing country 
themselves. 

Mr. WiaeteswortH. Does that mean the bulk of the 
equipment comes from outside this country and MSA? 

Mr. CLevELAND. Yes. 
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Mr. WiaeLeswortH. The bulk of it is obtained in Europe? 

Mr. CLEVELAND. Yes. In total, imports of capital equipment of 
$368 million are projected. That is somewhat higher than last year 
because of the increased production, including military production, 
in the Netherlands. Of tbat total, $56 million is projected to come F 
from the United States and of the $56 million $12.2 million would be : 
financed by the MSA. 

Mr. Wice.iesworrtu. Is it machine tools and that kind of thing? 
Are there any big items in there? 

Mr. Craig. This does include the finishing up of a coke oven 
project which was quite a large steel project. There are to be some 
final payments on that project. I think there is something like $3 
million or $5 million still to be paid on it. 

Further, the Dutch are getting a few machine tools for their own 
arsenal work which will also come out of this total. The remainder 
small items including maintenance and repair of American type of 
equipment. 





INCREASE IN MANUFACTURES AND RAW MATERIALS 


Mr. WicGLeswortH. Why is there a 25 percent increase in manu- 
factures and raw materials. 

Mr. CLevevanp. I described a little while ago the things that were 
happening in the Netherlands, and especially the large increases in 
military production that the Dutch are trying to achieve. They 
depend for virtually every type of industrial production on the im- 
portation of raw materials. The primary increases in the total 
imports of industrial raw materials come in iron and steel, mostly 
from other parts of Europe. Also, some in lumber and some industrial 
chemicals and smaller amounts in the other categories. 

Mr. Wiae.Lesworth. I believe that is all. 

Mr. Gary. We will stand in recess until 2 o’clock. 


IcELAND 


Mr. Gary. The committee will come to order. 

We will take up at the present time the defense support program for 
Iceland. I believe there is no military defense program for Iceland. 
Is that correct? 

Mr. Woop. That is correct. 

Mr. Gary. In this connection we will insert the language at the 
bottom of page 63 and the table on page 65, 

(The matter referred to follows: ) 


IcELAND 


Because of its location, Iceland is of great strategic importance. While too 
small to participate directly in a force plan, it serves an important function as an 
air base and should be capable of earning sufficient exchange to pay for its neces- 
sary imports. Defense support funds will be utilized to complete an investment 
in fertilizer production facilities, in order that Iceland may become substantially 
self-supporting. 
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Iceland 











Employment. .............. 
Unemployment 
Hours worked weekly- 


{Millions of dollar equivalents} 





j ors | Agricul- 
: Industrial tural 
4 Pete. 
4 Oe oe Se oe ae enet SSID SG) NS ee eS eae (EN oo 
5) (RN ; Ste Seep pera Oe be heam rf AS eae hctncabencidacncaltins aaet 
: i" eee SAE Se 1948-49__._..._- SE RES IEE SP See 
q Pen Socio cia dwteispeeiteanae 3 Pe SPE Re SE ER A me 
i 1950.___- Paris Xp wo | 1950-51__.___.. wabiemitpas ewabam aeF Ree ee 
: iia rcheci ewe peawSs eee eke lebaneataek OU ls aa ah So os cca nancy Fe Pacha 
FOREIGN TRADE 
{Millions of dollar equivalents] 
1949 1950 | 1951 
REIN I ROI Bs Be a gk ss cnn dl laidun ee banankamwesusnne 59 35 57 
From United States... ...-- 2 10 7 7 
From OEEC countries 36 16 32 
From all other countries _ -- . 13 12 18 
Broors, Gone veure U. 0. B.)...0 2... ec ccnccscncosce = 40 28 45 
NIN Sd oe Si os a sg 2 ee Se ccs dda dma wadeeee 2 | 4 | 8 
Oe NS SE ie ea en MOREE er es be | 34 | 17 | 26 
ia a RO eo ee Se pane douniaanseascn 4} 7 | li 
Volume of trade (index 1948= 100): | a 
RS acc a viene dict thd han dnmeid dn wekne heii alas ae eel abeh Aiea 93 71 | oe 
Neen ta cond cepAteeas: bdégnsceaaenran beacuse basbecsduacakeu 79 ee 
| ' 


Not available. 


USE OF RESOURCES 





United United 
States ; 
fiscal year 
1952 
(current 
prices 
Gross national product. - -- 136 136 
Net foreign balance 7 5 
Total availabilities 143 139 
Consumption: 
Amount 94 93 
Percent of GNP ‘ 69. 1 68.4 
Investment (private and government): i | 
Amount : , i 37 33 
aN I ee th ee ee a ee oe aa awa odeaomene 27.2 24.3 
SAO WIRIET TRS CE NOROUIIOON a on wknd no kccctidicswctnnncacsaccen 12 13 
a opis Ree ie ii RE aE eee ae Sk eee ee | . 13 
Military: 1 
Amount. shah st etn Cainy hice ia celle ena el eieasenieg ob a 0 | 0 
Percent of GNP____-. eS sire sree abel wsdl 0 | 0 
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Iceland—Continued 
INDEXES OF PRICES 



























































Cost of 
100 
102 
119 
139 
153 
165 
171 
GOVERNMENT FINANCES 
{Millions of dollar equivalents] 
United United 
States fiscal | States fiscal 
year 1952 | year 1953 
Revenue and expenditure—central government: 
RCN TE RE LIND a AAD AOL EE AOC DLE NDT AED 20 20 
CI sh Ne re he elo dN wg cen teak caine egiy 19 20 
Tax receipts: 
All levels of government: 
ES ES SE a ALE © oan ee EERE SOREN SESE HTSEARSY! | Chubb ictel ieee 
INO SEINE oo os anita anh bide peak dank nndwecnun cacdb end ubumels Maewea a eee meet amnN tae abet. 
Central government: 
6 SEE ALS oR rE JERI SAR ORE RE ete ee, joes, BNI I oie 
SR SIONS S50 Coon th achinnanduchnshadcmubnbavunsiddesctbeshlsenmcesibase deat betel xaak enobitiise 
Gross debt outstanding—central government: Dec. 31: 1949 1950 
NN oe « Scciccenncuhce ian on am ciiennd Gamiieikaadeu adios nie 16 21 
Percent of GNP 19.0 21.0 
GOLD AND SHORT-TERM DOLLAR ASSETS 
[Millions of dollars] 
ES EI AE Ps Ee RST, oe ID gee a ee OR Ce Se 4 
eR et hint, kn dsut omens cnipsien ateaints Ac kuhsoRhe dakar tiedee battndala sid demu aanedine heaigaton. 3 
EN aE SE RR ae eae eae eee ee ey REE ITN 3 
re Bo ah eben ie heed aloe Deen ep now eke lenind Chen pa eae ERO en ae 3 
Nt Eg a cn aueniuncin een a Eee aa wan Reesnkakabbcnswasucsscounh sjeaueademelnas 5 
Re oe rt winter m king tavkakan Ahan Umma pekete neotenic nna Sap Cadence bak emen tee 
AREA AND POPULATION 
| Prewar | Endof 1951 
| 
I Seah nn a op on kd alee pnce ae eeaebademkacedusinbaes thu sok ecavarhentil 39, 768 
Eee IN Gosia ihis ead aie tetnnatnsadcnnnan dune scansaeehweessaseounel 118 147 
GOLD AND DOLLAR TRANSACTIONS 
{Current prices—millions of dollars] 
United United 
States fiseal|States fiscal 
year 1952 year 1953 
DIONE IRs WD oo ie aS sci mii nlin nc mao ne aebsblan i aeeenaaan uae hehe kale 11.4 11.5 
EE Oe PRS oe hn ord San Sra dus el cc kaverane tance wel ehelensae re | 8.0 
TROD, SURROUND AIUD SOUR os Sk. ech chee kbs Redan el anestnbbuaeacance 
aaa Oe en I Ne oc cinninnnceime calc avduclwendsngan —1.1 +1.1 
PONE RON Fn NEI IIIS 55 n can rnc bd cp caine uns RELA Eb TD nadandeaneo —5.4 —2.4 
Method sie financing 
SWE ee ala te EEL 5 +e al cabrini Catan awakekbs eben re binemaeos 1 (—0. 8) 0 
RIGO IIR SS oo 5 scan ptenngnoncubaas 0.7 i f 
United States defense support 5.5 0.7 














1 Accumulation of reserves. 
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Mr Gary. These tables seem to be rather incomplete. 

It appears from the tables that the defense support requested for 
Iceland is $700,000 for the fiscal vear 1953, as compared with 
$5,500,000 for fiscal 1952. 

Mr C.ievevanp. That is correct, sir. 

The Iceland program in the past has represented an attempt to 
achieve and maintain the economic health of that little island, which 
is of such strategic importance to the United States and to NATO. 
It is, as you know, one of the members of the North Atlantic Treaty 
Organization. 

A small number of United States troops are stationed there at the 
request of the Icelandic Government and in accordance with the plans 
of NATO. These troops are stationed there under the provisions of 
the defense agreement dated May 5, 1951, in which Iceland makes 
available certain facilities for the use of the United States Armed 
Forces for defense purposes. The United States is undertaking a 
construction program to improve these facilities, but the funds for 
that do not appear in this legislation. 

The primary problem of the Icelandic economy is very simple. It 
is the problem of marketing its major product, fish and fish products 
of various kinds. Practically all their exports are either various forms 
of fish, or fish meal and fish oil. 

For the last year or two the fish marketing business has been pretty 
good. They are exporting this year about 308,000 metric tons. As- 
suming no important change in the markets for fish in this country 
or in Europe, it should be possible for them to sell about the same 
amount next year. 

Their position with the dollar area, and their trading position with 
the rest of the EPU area should be satisfactory and should not re- 
quire further assistance from the United States in order to maintain 
the state of economic health on which this strategic position depends. 


NITROGEN FERTILIZER PLANT 


Therefore, the only item proposed for this program is the finishing 
out of a nitrogen fertilizer installation which was begun during the 
period of the Marshall plan. The completion of this installation will 
enable them to meet their own requirements for commercial fertilizer 
and therefore be able to expand somewhat their own agricultural pro- 
duction for their own domestic use. 

This will make them a little less dependent than they have been 
in the past on the fluctuations of the export market in meeting their 
own food requirements. 

The problem, therefore, is a final relatively small contribution to a 
successful economic operation there which has had the effect of en- 
abling the Icelanders to get on their own feet economically and to 
maintain economic health, which is so important to our own defense 
operations. 

Mr. Gary. Is this fertilizer made from fish? 

Mr. CLevetanp. No, sir. As I understand, it is a nitrogen process 
which works directly by getting the nitrogen from the air. It is an 
electrolysis process. 

Mr. Crate. Quite a large amount of fertilizer is also made from 
compressing of fish and getting fish oils. 
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Mr. Gary. We have large fish factories in Virginia where they make 
fertilizer from the fish. This is a plant to provide fertilizer for their 
own use, is that correct? 

Mr. Cievetanp. That is correct. 

Mr. WiaGLtesworrn. Did I hear you use the word “final’’? 

Mr. CLeveLtanp. That is our present intention, sir. 

Mr. Gary. Intention or hope? 

Mr. CLEVELAND. Intention. 

Mr. WiceLeswortu. You do not expect to be back here asking for 
any more aid next year for Iceland? 

Mr. CLeve.anp. Whoever is working in the Government at that 
stage of the game will presumably be back here. It is our present 
judgment that it should not be necessary to continue an assistance 
program for Iceland, assuming that the fish business remains about 
as good as it is now. 

Mr. WiaGteswortn. You do not think that you could take the 
suggested defense support contribution out of that 66% percent in- 
crease in the reserves amounting to some $2 million? 

Mr. CLeveLAND. This reserve is a pretty small one. It is about 
5 months’ worth of dollar exports. On a proportional basis it is 
probably one of the lowest reserves of any of the European countries. 

Mr. WicGLesworrna. I have no further questions. 


Norway 


Mr. Gary. We will now consider Norway. 

General Otmstrep. You have before you the amount of funds re- 
quested for Norway for the fiscal year 1953 program and the proposed 
division between army and air force, 

You will note that we are asking no money for navy purposes for 
Norway in 1953 for the reason we feel previous navy programs are 
abreast of Norway’s needs and her capacity to absorb additional 
equipment. 

You will also note on your other photostatic copy the proposed in- 
crease in the active and mobilizable strength in Norwegian forces for 
the year 1952. 

As a general statement about our situation insofar as Norway is con- 
cerned, we are pleased with the desire and the willingness of the Nor- 
wegians to cooperate in the build-up of her military strength. She has 
had little previous experience in the matter of military organization or 
administration of modern military forces. That of course creates a 
difficulty which only time can overcome; nevertheless, it is believed 
that she will be a fighting ally. 

The equipment furnished to date to Norway has taxed her capacity 
to absorb it and to usually employ it. Improvement is needed in the 
development of her training. 

The morale of the Norwegian people is good and they can be de- 
pended upon, in our judgment, to resist strongly in the event of 
aggression. 

The morale of the armed forces is adversely affected by low pay, poor 
housing and a lack of clear and definite programs for the development 
of the forces. 

As we see it, the most significant items needing correction are, one, 
the period of national service is inadequate; two, there is no regular 
army, and reliance must be placed upon forces to be mobilized after 
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war begins, or after the declaration of the mobilization date; three, the 
provision for reserve training is inadequate; and four, they must have 
substantial improvement in their mobilization plan to make their 
present type of force effective to the maximum degree. 

(Discussion off the record.) 


AIR FORCE PROGRAM 


IT will ask Colonel Klein to present the specifics of the air program. 

Colonel Kiem. Again, Norway is another country that has never 
had a large air force. What experience they have had in the operation 
of an air force has been under the supervision or under the shepherding 
of the RAF from the United Kingdom. There were any number of 
pilots that came down from Norway and were in Norwegian units 
that were integrated in the RAF during World War Il and acquitted 
themselves very effectively in combat. 

Norway has just recently reorganized its air force headquarters, 
and a really competent staff organization is evolving from this reor- 
ganization. As a consequence of Norway having to start almost 
from scratch in building up her air force, we have had a relatively small 
program heretofore, and this year’s program, the 1953 program, is 
only designed to support the equipment that we have provided in 
previous years’ programs. 

We believe, as the general said, that Norway will be able to effee- 
tively use this equipment given time to learn how to operate an air 
force, and how to maintain equipment. It is going to be a process to 
which we are going to have to lend every possible assistance we can. 
With it we expect to get a really active air force established in Norway. 

In the previous years’ programs, we provided jet fighter-bomber 
aircraft, tactical reconnaissance jet aircraft, and transport aircraft, 
including the peace attrition requirements for a limited time, together 
with organizational, field, and depot maintenance equipment, and the 
associated air matériel deficiencies for the forees which Norway has 
committed to NATO, composed of fighter ground attack squadrons; 
tactical reconnaissance squadrons, and transport squadrons. 

The 1953 program we have before us today will provide F-S4—F 
fighter bomber aircraft and RF-84-F aircraft (which are the tactical 
reconnaissance planes) required and follow on spares for the aircraft 
previously programed and on hand, for an additional vear. 

In addition, the program provides for the maintenance and opera- 
tion of the afore-mentioned committed Norwegian air units, and 
includes the priority electronics and ordanance items represented as 
deficiencies in meeting their requirements for these committed forces. 

At this time I would like to pass to the chairman of the committee 
and the committee members, copies of the Air Force 1953 MDAP 
program for Norway. 

(Discussion off the record.) 


ARMY PROGRAM 


Colonel Cornerr. Mr. Chairman and gentlemen, vou have before 
vou the material program for Norway for the fiscal year 1953. The 
program is designed to provide for the maintenance for equipment of 
United States origin on hand included in previous programs, to aug- 
ment the initial issue of equipment authorized under the present screen- 
ing criteria for the fiscal vear 1952 committed forces, and provide a 
limited amount of required initial equipment for the support units. 


Within fund limitations, the program will provide partial initial 
equipment for units that are committed by Norway for the fiscal 
year 1953. 
(Discussion off the record.) 
Mr. Gary. Do you have any questions, Mr. Wigglesworth? 4 
Mr. WiaGLtesworrH. No, | have no questions. 


fade st ag th 





DEFENSE SUPPORT 
: , a 
Mr. Gary. All right, gentlemen, we will take up the defense support : 
program for Norway, and in this connection we will insert the language 4 


at the bottom of page 60 and the tables appearing on page 62. 
(The matter referred to follows:) 


NORWAY 





Defense program.—Norwegian defense expenditures in fiscal vear 1953 are 
estimated at $145 million or more than double the level in fiscal vear 1951 and over 
25 percent above the previous year. Despite limited heavy industrial resources, 
it is estimated that production and procurement of military goods will increase 
about 35 percent over fiscal year 1952 and constitute about 16 percent of the 
defense program in fiscal year 1953. 

Some of the goods necessary for Norway’s defense program can be obtained only 
in the dollar area. These include certain types of construction machinery, 
communications equipment, transportation equipment and metals, machinery, 
and other supplies required for military production. 

Economic situation.—The most striking feature of the Norwegian economy is 
its great dependence on foreign trade and shipping. While its resources are 
relatively limited, Norway has been encouraging a large investment program and 
is expanding its economic base. 

The recent fall in pulp and paper prices and the softening of the demand for 
shipping may reverse the relatively favorable conditions that Norway enjoyed 
in the first quarter of 1952 and result in further balance-of-payments difficulties 


Norway 
INDEXES OF PRODUCTION 


















































| | | 
| Indus- | | Agricul- 
| trial | | tural 
a ieee ede sucepei ness OD 4 Pree Sia Se Melee 100 
DE dsh6hbndGtancdaieenichtepudunndamatls } i go +S (eae Se Serene) een we | 93 
re Se a Sic enicamsicmeian cheated St CN i. 4 Sawirs wmananvincon eh sie meramhunlen | 102 
REESE OTE TREE EE oo PS ET ae ee eee | Rs f IA Sake heii puis niecind Stiinta enn e | 111 
RO RSNA tte SPs Sh ue OD, WIE a ei cnc dcnibhcotilenonTaaen ease tare lekbee nia enh 116 
EE ae eee. Hae aes UT i | OO 5 FT ada beck so chvcdcddocetbetdceecutae | 114 
— 
FOREIGN TRADE 
{Millions of dollars equivalents] 
1949 1950 1951 
ROI CURT WO CO BE) ooo oven didcce sisted nctinnemenaconseeeeetese 768 672 876 
Ia Nn apa bal cease thee enue ewes 105 82 110 
Ey NN oe ais cipip em adipsia haa a neaioetane as maepeode 483 415 554 
PE te INTE oo 5c cnn nbd nde ckd peetis cub aeieuind cup eee sone 180 175 212 
ee iio ahh oie ok oes Jose necensenenane cones. 396 389 | 619 
To United States. .........----- ie heat Peer iaes See Sane | 27 38 45 
To OEEC countries. __..._.-- Choise eiwnckce cues nikecshshwswen wea | 238 247 386 
TS ANE OI insist cnc dcireincctenneue ahr nanbused H 131 104 188 
Volume of trade (index 1948= 100): | 
| REN er Sarees EL eee i a ea ma at 117 | 121 140 
oo” FARES BRIS Te COR ie ERSTE SER RODE Rite 99 EGS eet eS: 104 | 137 159 
i 
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hitial 
fiscal & EMPLOYMENT, UNEMPLOYMENT, AND HOURS WORKED 
2 | F t arv | 
} oe 1952) | Year ago 
t Seas aaae SUAS Be eed SSS SR ee coe Mena Nee es ee 
5 } } 
q Employment: 
5 Total, excluding agriculture—1948= 100_........-.---...-------------------- 105 | 104 
a Manufacturing only—1948=100____.-_._-.-----.--.- Rasen cas my 108 | 109 
& Unemployment: Registered at exchanges (thousands)._______- siai : | 17.0 | 21.0 
3 FIOUE WON WTI s 5 who ce cc wte wince bdasatonn Metinetaeewis deve s : 2 aidan 
port 3 ee A ee el a 
lage : 
g : USE OF RESOURCES 
: — of dollars equivalents} 
3 United United 
g States fiscal) States fiscal 
@ year 1952 vear 1953 
are g (current | (fiscal year 
Over A prices) 1952 prices) 
rces, : pao i A ag cc ae wa 
Case Gross national product. ..............-...-..- pa jae : ee ‘ ; 2, 925 2, 984 
the 4 Net foreign balance_............-.--- PCL eee es py kas reese ore +-40 | +fi2 
3 Total availabilities. .........-.-- ECR keds SES 2. Le a aes 2, 885 2, 922 
P Consumption: | } 
nly as al bianca Sten owl ewe Ginn Siarihigwini ain aie rane 1, 754 | 1,801 
ery, Percent of gross national product. ._.......--- Tae ange TESS Tae eee 60.0 60. 4 
ory, Investment (private and Government): | | 
3 BNE LE IS POPE OP EE OE DY SEE TE Piivendwesetadnasnnonn 827 | 787 
i Percent of gross national vee siete paw dai a keg Sto Abas Saety eas 28.3 | 26.4 
v 18 Government use of resources LSE RE MSY See oe ee ene, Cerrone: 304 | 334 
are PRI she ers ob A acne Gamadonupdeiasbadeenabanacdewe 189 | 189 
* Military: | } 
‘nd % RN SPR Pe ee oo ae a eI Owens 115 145 
A Percent of gross national product__...........--.----------------------- 3.9 | 4.9 
for 4 : 
ved ‘ | 
es : INDEXES OF PRICES 
‘ : | Cost of 
: , = | 208 
i Wholesale | living 
se ; 1948. ___ ig Se RE BIO IS OM Mag Nek 0D DRL Sees ee | 100 | 100 
ul- ga 8 _ptember. ORE REE REC ep a I RN Pere ae, Le ewe ciate omnes | 102 | 101 
1950 | | 
sack BD iene eke Re ene MEET Sop ll uci a gla Pe tne eee siaee| 113 | 105 
ROO oi naan adn baacdiedpdaknunien Se Te Ee See eee ee 128 | 112 
00 1951: | | 
93 OSES 5 SABES IEEE ewe dolteen ss eet es See OD Ee Cee ee 147 | 124 
02 3 NE" EEE IES A APT LEED ELIS SR Sa ees seisil 149 | 127 
1] UG Eh oon 5 epee Sneek il vowesseuques Se eshte age ald alates ce ac tt hye | 150 | 130 
16 . 3 { 
14 
¥, GOVERNMENT FINANCES 
[Millions of dollar equivalents] 
United | United 
" States | States 
| fiseal year | fiscal year 
1952 | ~=—-1953 
| 
6 Revenue and expenditure—Central Government: | } 
" I seer oun kek Catabecaon onkinektwas aaa nes Lethe lhe oe So aieee oat 525 | 530 
rl _ Total expenditures. ..-..----- 5 pce Maasai tal sficetiatcaisadetgeomaintecciaee ope. 485 515 
> Tax receipts: | | 
: All levels of government: | 
) a tae ceamdeh aaa eaunreudimnine biaras dia eink Jail yh Se eee 
ros Lo oa oll on aacouma be mas odaees axa Janine wae | yeaa 
Central Government: | 
. Pe ic gain solid ingaions tape a gtaeeniacm wae | 483 | 501 
| EINE 6555 fabs ad cin reccnabb ioe titdacsiaeenaciee Raneacaciddet 16.5 | 16.7 
Gross debt outstanding—Central Government: June 30__........-.------------- | 1950 | 1951 
ONIN ane te oS ee bed 6s eae a epeidunndin aeute es aeasanesee | 1, 707 | 1, 55 
Percent of GNP_......-.--------- PROD ESSAY PEED eas | 84.0 | 65.0 
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Norway—Continued 
GOLD AND SHORT-TERM DOLLAR ASSETS 
[Millions of dollars] 


Renkemner 8060. . cS. <..+. 5 nc cies pi Re RS Ss ER ESAT TOLD AGE POE RAEN AS | 
June 1950. _____- tg EE A ee BRL RLS Ro. tae al SN OLD TR TES 2 E'S ree | 
December 1950 SEAS Renae Pe NE BES aay ees ‘ cgi eee . 194 
June 1951 PSN ae a or Be : - sat BENE Serres: |.) 
December 1951 POPPER te tte re) anes atte : te Sdn ele anes oie ae 
Se SO oe ca . . 154 


Prewar End of 1951 


Area (square miles) ...............-- _ 5 sea ee3l 5 : alias 129, 043 
Population (thousands) --.____...-- Sega beret 2, 940 3, 310 


GOLD AND DOLLAR TRANSACTIONS 


{Current prices—millions of dollars} 





United United 
States States 
fiscal year | fiscal year 
1952 | 1953 
Imports (f. 0. b.) 7 Ree? EATERS iitcpaialiictele 157.0 142.1 
Exports (f. 0. b.) yn ; : pees he 79. 95 68.0 
United States offshore procurement program _ - i OR TOOT T 0.05 1.05 
Other receipts and payments—net__-__-_- ow “ Sica cabsran, ite +49. 1 +51.5 
Net balance of payments. ................._-- : ichnciaiaeaecaneatas ead ection —7.9 | —21.5 
METHOD OF FINANCING 

Se Gy. ees eee uP wEE: sa sietiSiest wiinedltcaie engeta RE 1 —35. 1 4.5 
Use of pipeline——_- Ta TS * , 28.0 10.0 
United States defense support._.._.__.._- = : - ' 15.0 7.0 





' This represents accumulation of reserves of only $5.8 millions. The balance is a conversion of $29.3 
millions of medium-term securities (purchased in 1950-51) into short-term securities which is reflected in 
net capital operations. 


Mr. Gary. It appears from these tables that the defense support 
requested for Norway is $7 million, as compared with $15 million 
for 1952. 

Mr. Cleveland, do you have a statement on Norway? 

Mr.-CLevevtanp. Yes, Mr. Chairman. 

As you know, Norway is a country without any large amount of 
mineral or other natural resources. Its resources consist primarily 
of the skills of its own people; the fish and fish oils, and so forth, that 
they can find in the water around there, and the hydroelectric power 
that they have been able to harness. Consequently the pattern of 
their defense expenditure does not include a great deal of munitions 
production. It is one of the few cases, perhaps the only significant 
case in which the amount which the country spends for military con- 
struction exceeds the amount which they spend for military production. 


DEFENSE EXPENDITURES 


The defense expenditures for the fiscal year 1953 are estimated at 
$145 million, which is about twice what the defense expenditures were 
in fiscal, 1951. They were $67 million in the last fiscal vear, and 
they are $115 million this vear. 

This enables them, despite their limited amount of heavy indus- 
trial resources to put into the NATO partnership a significant con- 
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tribution in manpower, and to make other qualitative improvements 
in their military program, including raising the length of military 
service to 18 months—which, of course, has a direct effect in increasing 
military expenditures since the same number of soldiers have to be 
paid for a longer period of time on active service. 

The production and procurement of military goods will increase a 
good deal over what it has been this year, and where the Norwegians 
do have resources to use for that purpose they use them to very good 
advantage. 

AGRICULTURE 


Mr. Gary. Agriculture seems to be down. 

Mr. CLEVELAND. Agriculture is down a little, and I think you will 
note, Mr. Chairman, in a number of countries of northern Europe 
that the fiscal year 1951 was a bumper year, and this represents no 
surprising trend for the fiscal year 1952 figure to be two points be- 
low the fiscal vear 1951. 

In Norway there is one striking example of the effect of this multi- 
plier quality of the defense-support program. During this last year 
up to January of this year, about $2 million worth of machinery and 
equipment had been delivered to the Sydvaranger Iron Mine located 
in the northern part of Norway. 

United States support was provided to place this mine back into 

operating condition which had been very badly destroyed during the 
war. 
During the calendar year 1952, the current calendar year, the 
production from that mine will be about 500,000 tons of iron ore 
concentrate which would not otherwise have been produced. The 
value of that is about $7,500,000, so that you have a 3.7 to 1 multiplier 
operating with respect to that item of United States defense support 
in Norway this last year. 

Another very dramatic example of a small American contribution 
that has paid a very large defense dividend is in one particular factory 
where the United States has provided $30,000 worth of equipment for 
a glycerin plant, the annual output of which is expected to be about 
500 tons, which is valued at over a half million dollars, the entire 
production of this glycerin plant being required for the Norwegian 
explosives industry, primarily for the making of military explosives. 

The multiplier in this case, which is admittedly rather more than 
the average, but a very interesting example of how this thing works, 
is about 15 to 1. 

The Norwegian defense expenditure also includes the construction 
of barracks and the construction of military airfields. 

The primary problem in Norway is, of course, the dependence of 
the country on imports, because it does not have natural resources, 
but the Norwegian people have a great deal of skill and energy that 
can be put to use and is being put to use, as you have heard on the 
military side, for the common effort. 

It is our projection that with United States defense support of $7 
million, they will be able to handle their chronic foreign exchange 
problem, and will be able to achieve the amounts of defense expendi- 
ture I have referred to. 

I think that is all I have to say on Norway. 
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GOLD AND SHORT-TERM DOLLAR ASSETS 


Mr. Gary. I notice that their gold and short-term dollar assets 
have gone up approximately 60 percent over 1950, from $94 million 
to $154 million, and yet you plan to use only $4.5 million of those 
reserves next year. 

Mr. CLeve.anp. You see in the footnote to the table on gold and 
dollar transactions, Mr. Chairman, that a good deal of that increase 
during the fiscal vear 1952 in the reserves is more apparent than real. 

These are assets that the Norwegians already had and were holding 
in another form. They were holding them in the form of some 
medium term securities, dating back to fiscal year 1951. During 
the current fiscal year they have converted those to short-term securi- 
ties, and as a result they show up in the formal statement of the gold 
and short-term assets position. In fact, however, it does not represent 
a real increase in the reserves available to the Norwegians, it is simply 
a different way of counting the reserves that they already had. There 
was some real increase during the year, an increase of $5.8 million, 
but the largest part of that was this rather specialized transaction. 

Mr. Gary. You would have a 25-percent increase over 1950 if you 
took this out? 

Mr. CLEVELAND. Over 1950? 

Mr. Gary. Yes. 

Mr. CLeve.anpb. If you took the middle of 1950, $117 million, the 
real increase on the old basis is only $5.8 million. If you add $5.8 
million to the June 1951 figure you get $115.8 million, which is almost 
exactly the June 1950 figure. 

Mr. Gary. Take December 1950 and you have $94 million. 

Mr. Cievetanp. Counting from December 1950, they went down 
and then went back up to about where they had previously been, 
except for the effect of this special transaction. 

Mr. Wiae.teswortn. In spite of that explanation, the fact is that 
they have $154 million gold and short-term dollar assets on hand as 
of March 1952, is it not? 

Mr. CLeveLanpb. That is correct, sir. That is just about one-sixth 
of their annual imports, which, again, is a relatively small margin of 
insurance for a country that depends as much as Norway does on its 
trade. 

REDUCTION OF GOLD AND SHORT-TERM ASSETS 


Mr. WiaG.esworts. Again, it is a small item, but it would seem 
to me that you could avoid any defense support contribution here by 
simply taking $7 million out of that $154 million. 

Mr. Cievetanp. Well, Mr. Wigglesworth, there is always a large 
element of judgment in any projection about the future, but consider 
these factors. The Norwegian reserves have gone down $3 million 
in the month of April, since the last figure on this page. The future 
does look uncertain for a country that depends so heavily for its 
foreign earnings on freight—and, as you know, freight rates have 
been going down—and on the price of secondhand ships, which are 
among their major export items. 

It has not been our judgment that in those circumstances, and given 
the relatively small margin of insurance represented by the reserves 
of about one-sixth of Norway’s imports, it made sense to think in 
terms of their using a part of those reserves to cover the necessary 
level of imports for next year. 
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GROSS NATIONAL PRODUCT 


Mr. Wiaeteswortn. You have estimated the gross national 
product at $2,900,000,000, revenues at $530 million, the investment 
program at $787 million, or 26.4 percent, and military expenditures 
at $145 million, or 4.9 percent. That is a pretty heavy investment 
program, is it not? 

Mr. CLeve.anpb. The investment program is still reasonably heavy. 
That is a reduction, as you will notice, from the current fiscal vear. 

Mr. WiaG.teswortn. I notice it is a slight reduction, but it is still, 
I think, the highest figure we have had vet. 

Mr. CLeveLanp. Yes, I think it is. It has been Norwegian policy 
to keep consumption down and to keep investment up, to achieve 
their recovery by hauling up on their own bootstraps. They have 
been able, through Government controls, to tamp down the very 
strong inflationary pressures which that heavy rate of investment 
gave rise to. It has been quite a successful policy. 

The result is that they are getting very close to the point where 
outside assistance is not required in spite of their very heavy depend- 
ence on foreign trade and their very heavy dependence on the Marshall 
plan in the early years. 

Mr. Wiaeteswortu. Well, with a balanced budget, the first one 
we have seen, with an industrial production index of 154, and an 
agricultural production index of 114, it would look as though they 
were relatively in pretty good shape. 

Mr. CLeve.Lanpb. I think it is certainly true that if they were not 
going to try to spend about 5 percent of their national product for 
military purposes they would be in very good shape indeed, as a result 
of their investment policies and the assistance which they got during 
the Marshall plan. The size of the military program presents them 
really with a new problem, but they are going to meet the economic 

problems, and trade and payments problems that this new strain 
causes, in a very sensible and effective way. 


DECREASE IN OTHER RECEIPTS AND PAYMENTS 


Mr. WiaeLesworrn. In your balance of payments table, “Other 
receipts and payments—net”’, there is a decrease there of about $18 
million. What is the explanation of that? 

Mr. Cievetanp. The components of that, Mr. Wigglesworth, 
are the services account and the capital account. On the services 
account (the biggest item in which is ocean freight), in fiscal vear 
1952 they had a plus of $66 million, and in fiscal year 1953 they should 
have a plus of about $69 million. 

There is a slight reduction already in the earnings from shipping, 
but it has been offset in that figure by an increase of United States 
military expenditures that have been projected for next year as a 
result of increased military activity in Norway. 

The big change comes in the capital account where the 1952 figure 
is plus $3.1 million, and the 1953 figure is minus $17.5 million. 

Mr. WiaaieswortH. Due to what? 

Mr. CLeveLAND. That is primarily payments to the United States 
on various accounts, including some surplus property, and payments 
of principal on loans that they got to cover ship sales before, and also 
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$5 million in repayment of dollar bonds which will become due this 
next fiscal vear. 

Mr. WigGiesworru. That is the fundamental reason why you 
suggest putting up $7 million, in defense support? 

Mr. CLevetanp. No, sir, the fundamental reason is the defense 
program the Norwegians have begun. 

Mr. WicgGLesworru. Except for that capital account picture which 
you have given you would not need it? 

Mr. CLuvetanp. Except for any one element in the balance of 
payments that is adverse, they would not be in trouble. 


IMPORTS FINANCED BY MSA 


Mr. Gary. Will vou insert the commodity breakdown for Norway 
at this point in the record? 

Mr. CLeveLanb. Yes, sir. 

The matter referred to follows:) 


NORWAY 


and MS A-financed for fiscal 


Estimated imports fro? Sources, United State 
)2—)3 


Years 1951 52 and 1%: 2 


{In millions of dellars] 


iscal year 1951-52 Fiseal year 1952-53 


MSA- 
fi 


Commodity T ISA- 
nited Total 
Stat fi- Potal 
‘ é Cs 
> nanced 


United 


States 3 


nanced 


Food and agricultural imports 
rood 
Feed and fertilizer _ - 
Natural fibers 
Other agricultural products 
Potal food and agricultural imports 
ndustrial imports: 
Fuels 
Industrial raw materials - - 
Capital equipment 
Other manufactures and raw materials 
Total industrial imports - - 
Total commodity imports 
Transportation 
Total MSA defense support program 
Total wliege 


General Otmstep. Mr. Chairman, if I may, I would like to add to 
my remarks on Norway that this readily mobilizable force in Norway 
is larger in terms of percentage of its population than in any of our 
other countries. The significance, of course, is that for the type of 
mission Which they have, they are making what seems to be a very 
earnest effort to get themselves prepared. 


PAPER AND PULP PRICES 
Mr. Cievencer. Mr. Chairman, just before we get off of Norway, 


I notice something here about the recent fall in pulp and paper prices. 
When on earth did the price of paper and pulp decline? 
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Mr. Craia. The prices of pulp and paper have been declining in the 
last 2 or 3 months in Europe from very high peaks. Some types of 
newsprint was up to $300 or $350 per ton when at the same time the 
contract price for newsprint from Canada was $116, and recently $126, 
so that the increase in newsprint production in recent months has been 
a factor in causing quite a tumble in Europe. 

Mr. Cievencer. The reason I ask that is because every estimate 
that we have had in the Appropriations Committee has been in- 
creased greatly because of the increased cost of paper in this country 
from the Coast and Geodetic Survey on, and for all areas of the 
Government, and this was amazing to me that they had had a decline 
in price over there. 

Mr. Crate. What had happened was that the sterling and soft 
currency pulp and paper prices had gone very far out of line with the 
hard currency dollar sources. 

Mr. Cievencer. That would explain it. 

Mr. Crate. They are now coming back closer together. 


DENMARK 


Mr. Gary. General, the next is Denmark. 

General Oumsrep. Mr. Chairman, and gentlemen, vou have before 
you photostatic sheets showing what we are asking for Denmark for 
1953, and a breakdown of the major items. You also have the man- 
power total for Denmark, which will indicate that we contemplate 
during this calendar year no appreciable build-up in the equipment 
of Danish forces. 

We believe that Denmark will be able to absorb the MDAP equip- 
ment presently programed as rapidly as we will be able to deliver it. 

The Danish services are deficient in their logistical support systems, 
and the present plans do not envisage what we believe to be necessary 
to logistically support the units for the Army. Nevertheless, the 
following significant actions were taken in 1951 toward improvement 
in the defense situation: (@) The defense expenditures were increased 
by approximately 79 percent; (6) The term of national service was 
increased from 10 to 12 months, and a further increase to 18 months 
is effective with the May 1952 class; (c) A training team of the Army, 
headed by a general officer, was requested from SHAPE and is now on 
the job. 

The capacity of the service schools has been expanded, but not 
sufficiently to make up the shortages of officers and noncommissioned 
officers, nor to provide for further expansion of the forces. 

Conscript training throughout the services is generally thorough and 
effective. 

Emphasis in the Air Force has been on instructor type of personnel. 

In the Army, generally speaking, the unit training has been con- 
centrated on the battalion level and lower. 

The morale of the armed services is very good, and it continues to 
improve. 

I will give you off the record the Danish contribution to the forces 
presently and envisaged in the future. 

(Discussion off the record.) 
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AIR FORCE PROGRAM 


General Otmsrep. If there are no questions of a general nature I 
would like to have Colonel Klein present the Air Force picture to you. 

Colonel Kuxr. Even before the beginning of MDAP Denmark 
did have a small air force. 

As General Olmsted has said, the morale, particularly in the Danish 
air force, is good. 

They are particularly pleased with the arrival of the equipment, 
especially the fighter-bomber aircraft, and we fully expect them to meet 
all of their commitments to NATO with effective combat units. 

The same is true of Denmark as it is of any of the other European 
countries. There will be a period of time during which they are 
learning how to operate a modern jet fighter force. We understand 
and they understand the problems involved, and they are taking steps 
to be fully prepared. 

The prior years’ programs for Denmark included members of F—84 jet 
fighter-bomber aircraft, T—33 jet training aircraft, and support equip- 
ment for the fighter-bomber squadrons that Denmark has committed 
to NATO. 

The aircraft in these previous programs also covered the peacetime 
attrition requirements for a limited time, and the programs also 
provided spare parts for United States aircraft scheduled to be on 
hand through June 30, 1953. 

The fiscal vear 1953 program which we are considering today in- 
cludes only F-84 aircraft, and these are for an added year’s peace 
attrition requirements. 

The program also includes a year’s spare parts for the aircraft 
scheduled to be on hand, and also the program includes the necessary 
support equipment that we have provided in previous programs for 
the squadrons that we have provided aircraft for. 

I would like to pass the 1953 Air Force program to the committee 
members for their perusal, and I shall be glad to answer any questions 
you may have on it. 

Mr. Gary. Off the record. 

(Discussion off the record.) 


NAVY PROGRAM 


General OtMstep. Commander Danforth. 

Commander Danrorrn. Mr. Chairman, and gentlemen of the 
subcommittee, the Danish program provides no ships, and the major 
portion of the program is devoted to training equipment and training 
aids. I will pass out the program. 

Off the record. 

(Discussion off the record.) 


ARMY PROGRAM 


General Otmsrep. Colonel Corbett. 

Colonel Corsetr. Mr. Chairman, and gentlemen, you have before 
you the matériel program for Denmark for fiscal year 1953. 

The objectives of this program are to provide maintenance for 
equipment of United States origin on hand, including that in our 
previous MDAP programs; to complete a minimum initial issue of 
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equipment for the forces that Denmark has committed in 1952, and 
a very limited quantity of initial issue of equipment for the additional 
forces to be activated for fiscal year 1953. 


DEFENSE SUPPORT PROGRAM 


Mr. Gary. The next item will be the defense support program for 
Denmark, and in that connection we will insert the language appear- 
ing on page 63 of the justifications, and the tables appearing on page 
64, from which it appears that the defense support request for 1953 
is $14 million, as compared with $23 million for 1952. 

(The matter referred to is as follows:) 


DENMARK 


Defense program.—The fiscal vear 1953 defense expenditures were projected 
originally at $152 million; with the indicated cut of $6 million in defense support 
a reduction of at least $10 million must be anticipated. Though gross national 
product will be reduced only slightly below the current fiscal year, even this 
reduced defense effort will cause a reduction in per capita consumption, 

Economic situation.—Denmark has practically no mineral resources and lacks 
large-scale heavy industries. The Danes must import much of the feedstuffs 
they require, partly from the dollar area. These are then converted, through 
the livestock herds, into butter, bacon, eggs, ete., for sale abroad, mainly to 
Western European customers. They also import nearly all other raw materials 
including almost the entire fuel supply. The dominating economic problem has 
been to finance the import of materials required by an expanding domestic 
economy. Since the end of 1949 the country has suffered from a substantial 
deterioration in the terms of trade. 

A difficult economic problem has resulted from the fact that east-west trade 
restrictions have prevented Denmark from obtaining as much coal from Poland 
as in other postwar years. Therefore, Denmark has had to turn to other sources 
for its coal supply, the major source being the United States. 


Denmark 
INDEXES OF PRODUCTION 





Industrial | | Agricultural 




















etre GLA. SS aE Se ee Oh ee Pe 100} Prewétcios. == 222.22... re 100 
po AERO gS SEE Ae ne pet arte et ee a oe ee ca emcos 84 
I ieee EE ee Be | ot |S Se eSs eee ae 4 
SORES SS MAPS SR ee See eee Sn i a oi cchraineeiineniniowen seetess 108 
EEE cS SG aerate ae ee a ete pa Saale | i of > See PLR AR PE here 116 
RR han anak enantio ainda a eeia awed Mar I ok choc wcian cheek Sienna 112 
FOREIGN TRADE 
[Millions of dollar equivalents] 
1949 1950 1951 
TE a aa rt tae ee ee eo ere 804 | 852 | 1, 005 
From United States _____._- Sebumceieee betes ae 131 | 79 | 108 
From OEEC countries. ____.__-- IR bytes Sper SOS ere Sal 502 | 612 | 715 
ee MOONEE on ne on an cnuea ns a dauscu samscceaueee 171 | 161 182 
Exports, total value (f. 0. b.)_.._____- ee EMSC a eR Fe Ce ee = 660 | - “648 | 825 
Bae IE PEMA i crauin bRados onan oaenees na ican tpt wins a oed 22 | 17 | 24 
To OEEC countries LEG ANS ZR Se, Pee Bere 531 | 532 634 


SLAIN  LE T cane 107 | 99 


| 
| 
| 
Volume of trade (index 1948=100): j | 
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Denmark—Continued 
EMPLOYMENT, UNEMPLOYMENT AND HOURS WORKED 








| 
|March 1952} Year ago 





Employment.__--- 
Unemployment: Insured with unions (thous: ean Bee 7 : 106. 5 O4 
Hours worked weekly. ipial ae autocad ess SIEM San, NE ed Sn a SPAMS laa er 





USE OF RESOURCES 
anaes of dollars equivalents] 

















| United United 
iStates fises al States fiscal 
year 1952 vear 1953 
(current | (fiseal year 
prices) 1952 prices) 
Gross national product. -- er ts etic: Sera : | 3, 826 3, 820 
Net foreign balance Sbitatahs : x : . ee —68 +5 
Total availabilities. _._...---- coe eae es : sa oe 3, 894 3, 815 
Consumption: 
Amount ivvsecesiaasinll bs teeth pangs sindig eb cabel ara 2, 741 2, 657 
DRIING BEDE 6s ei i ccbnnscumaebe -dodéchaws 71.6 69.6 
Investment (private and Gove ‘rnme nt): 
Amount ELE ae ORES SE ee ae 701 665 
Percent of GNP med Shei aiedn apt teiion sar s> ; =. 18.3 17.4 
Government use of resources -_--_- lata ia pil biiaateih> anda nannedbtiee , dplicbondd 452 493 
OE EEE. LILES EOE OTE TOD EE a 355 351 
Military: 
Amount bids oc amotipals ‘ ae eae ; ‘ abewat 97 142 
Percent of GNP satin : — 2.5 3.7 
INDEXES OF PRICES 
. Cost of 
Wholesale living 
1948. é ner : 100 100 
1949, September - - ‘pine yar * : 101 101 
1950: 
June A 7 ak Saich 111 106 
December per 5 ntti 7 : erie 129 113 
1951 
June mks : aioe 154 1 —120 
December “ 151 2 —122 
1952, March 140 3 —122 
1 July. 
2 January 
3 April 


GOVERNMENT FINANCES 


{Millions of dollar equivalents] 





United United 
States States 
fiscal year | fiscal year 
1952 1953 





mm nue and expenditure—Central government: 
rotal revenue ee , pees J arg bos 500 540 
BNE RII 0s ra wa i oon na pndnSndniewaeeeaoesasaenauceereamen | 470 514 
Tax receipts | 
All levels of government 
Total amount nA SEES Et ee ere Sears 676 714 


I a meena be abeehkwenawes 18.6 18.6 
Central government: 
Total amount FPN T Cee EN ET er te Sete 459 469 
Percent of GNP ; st oa 12.6 12.2 
Gross debt outstanding—Central government, Mar. 31: | 1951 1952 
Total amount cB SRE oeé2 es pes seen ss Bee rae 1,317 1, 301 
Percent of GNP _- TIP ede : reyes eet 42.0 36.0 
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Denmark—Continued 


GOLD AND SHORT-TERM DOLLAR ASSETS 
Millions of 


dollars 
CRIN AU oho cisid om aaiaine ace sag Dba eee aE oi cin oan dn cusannnaevexaw an cueadae 64 
HE aT SPD rate ae ae a nO a BS REAL ye MRE Riot TE Oct Te oS re pai aad ecient ie 67 
I EN i on ins nenclw nce el oaeaiedaaaaet ance ee Gael ns a NOT: SES RE ED ROME DAee eR 76 
SUR NN DD ite SEEN dnd erm wi Big at ek ee eee se SUE ME RE <i kee hiine whe abo eionwuiplaschinn ae nlens 176 
NR Bo ida occ cd ge aclais igh cans eteoeetoees wan a ema ates aes ied se SA Ack pee : se at eae 
6 SR eC ie epee Sicalees cL. a <a eee 2 ae ee AY ot ee TY 


1 Exclusive of official gold holdings not publicly reported. 


AREA AND POPULATION 


Prewar (End of 1951 





Area (square miles) Pe eet ON St eee Sen ae ee et ee eT a ae ae | 16,576 
Population (thousands) .....-..-.--- AAT septs eats oe Je niteden 3, 780 | 4,310 





GOLD AND DOLLAR TRANSACTIONS 


{Current prices—in millions of dollars] 


United | United 
States fiscal) States fiscal 
| year 1952 | year 1953 





CE AR 2 VRE eae ie eee ae ee ee = er ee Pe ee Se at AP Rea | 104.0 116.3 
Eh EY TRIES 218 Dias pile ek ee PoP ee th 40.0 | 44.0 
United States offshore procurement program. ...._...._......-.-.---.---------- | “af 1.9 
Other receints and paymoents—net. .......-..<..... 4... .2..2.-...---.-.-.- nM | +19.8 +35.9 
bed ER eid, Sesto de. dp (aaa oc PRR aN Ee —44.1 | —34.5 
METHOD OF FINANCING | 
CE SS VSS See SENS ee cae ot BLS OORT OD ON ay Bee Tae ie Sees eee | &.0 | 11.0 
Use of pipeline. -.._.--- Bee serceanneh oe WERE Rea ee Me. Se 13.1 | 9.5 
United States defense support._..._.....-.-------------- pA en Le ele 23.0 | 14.0 


i ! 


Mr. CLEvEeELAND. Mr. Chairman, the Danish defense effort as such 
is among the smallest in terms of percentage of gross national product. 

This is partly due to their lack of military tradition, and other 
factors, which the military witnesses have stressed. It is also partly 
due to the structure of the Danish economy itself. 

It is mostly an agricultural country. It primarily relies on im- 
porting feedstuffs and exporting the livestock products, which are 
by far its biggest item of export. 

As a result of this structure, among other things, it has since 1946 
had to pay increasingly high prices for the things that it buys com- 
pared to the prices of the things that it has to sell to other countries. 

The Danes import all of their raw materials, and almost all of their 
fuel supplies, so that the dominating economic problem in the Danish 
case has been to finance the importation of materials required by an 
expanding economy in order to make even this amount of military 
effort possible. 

The anticipation is that the defense expenditures can be raised 
from the $63 million, which was all they spent last year, to $142 
million next year. 

Mr. Wiaa@itesworrn. $63 million or $97 million? 

Mr. CLevetanp. $63 million in the fiscal year 1951, $97 million 
in the current fiscal year, and $142 million in the projection for next 
vear all in 1951-52 prices. This $142 million would be just under 4 
percent of the gross national product. Out of that amount of defense 
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expenditure the biggest part would naturally have to be devoted to 
personnel expenditures and construction expenditures. Off the record. 
(Discussion off the record.) 


BUDGET SURPLUS 


Mr. Gary. Even with the increased expenditures, it appears that 
they are going to have more than a balanced budget for next year. 
The total estimated revenue is $540 million, and the total estimated 
expenditures are $514 million. 

Mr. Cievetanp. That is correct. The primary problem of the 
Danes is not the internal financial problem at all. It is the problem 
in their trade and payments externally. The most difficult feature 
of it, and the feature that is of considerable interest from a stragetic 
standpoint to the United States is the fact that they are very heavily 
dependent on Poland for their coal, but in discussing the matter with 
the Poles, the Poles naturally want the Danes to give them highly 
stragetic items which it is the policy of the United States and the 
policy of the NATO countries as a whole to withhold from the iron 
curtain countries. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. CLtevetanp. They are in almost constant negotiation with the 
Poles in particular, and it is wise both from the standpoint of their 
external financial position and from the standpoint of their negotiating 
position with the iron curtain countries to be in a position to provide 
themselves with coal from the United States, which, of course, has to 
be bought with dollars. 

It is primarily with respect to this coal that the item for defense 
support in the case of Denmark is shown here. 

I think that is all. 

Mr. Gary. Their agricultural production is down slightly. 

Mr. CLEVELAND. Yes. 

Mr. WiacieswortH. Why do you say that $142 million is all that 
they can put into defense expenditures in view of their budget surplus? 

Mr. CLeve.anpb. Well, the limiting factor on how much they can 
put into defense in the Danish case is not primarily the amount of 
revenue that they can collect from their people. The primary limiting 
factors are these balance of payments problems which I have men- 
tioned. Off the record. 

(Discussion off the record.) 


IMPORTS FINANCED BY MSA 


Mr. Gary. Will you insert the commodity breakdown in the record 
at this point? 

Mr. CLeveLanp. Yes, sir. 

(The matter referred to follows:) 
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DENMARK 


Estimated imports from all sources, United States and MSA-financed for fiscal years 
1951-52 and 1952-53 


{In millions of dollars] 





Fiscal year 1951-52 | 


Fiscal year 1952-53 


















































Commodity | | | | 
| rota) | United | MSA- | 7,1.) | United | Msa- 
| States | financed : States | financed 
: CaCO RR 
Feeg rg agricultural imports: | | 
aap eh aa eee 81.9 7.3 0.7 80.7 SS oe 
Feed and fertilizer... 74.4 1 3 es 82.8 | 9.6 | 
Natural fibers. 34.1 5.9 12 34.5 6.4 | 
Other agricultural products_ | 41.8 7.4 13 45.3 9.0 | 
Total food and agricultural imports 232. 2 28. 2 | 2.1 | 243, 3 | 31.4 
Industrial imports: | | | | 
‘uels. adigakhistt | 134.9 42.4 14.9 | 136.5 | 46.7 | 9.9 
Industrial raw materials_____- 243.1 5.7 3 | 229. 9 4.6 ; 
Capital equipment____ | 111.1 10.0 2] 103.9 | 7.8) 
Other manufactures and raw materials 228. 7 5.7 2 | 220.9 | 4.2 
Total industrial imports... ..._.- j 717.8 63.8 | 15.6 691.2 63.3 9.9 
Total commodity imports__._____- -| 950. 0 92.0 | 17.7 934. 5 94.7 oi 9.9 
Transportation - Sie OE SES | a | : 5.3 nent 4.1 
Total MSA defense support program _| ; (Bees , 5 CN BI Re ae ae 14.0 
ree wee ace —————— ——————— 


4” eee ie ah aia? Tee caee af = renarrated? Senieeatet Be RSE NISSEN ae 14.0 





Mr. WiaGieswortn. Off the record. 

(Discussion off the record.) 

Mr. Gary. The Danish people are a very peaceful people. 

Mr. CLEVELAND. Yes, very much of the Swiss tradition. 

Mr. Gary. Yes, and the fact that we have them in this picture at all 
is an accomplishment. 

Mr. CLevELAND. Yes, sir, I think that is correct. 

Mr. Gary. And they have substantially increased their war effort 
under the NATO program. 

Mr. CLevELAND. That is correct, sir. 

Mr. Martin. I might add one thing if you agree, Mr. Cleveland. 


FOREIGN EXCHANGE POSITION 


Part of the problem is an economic problem only in the sense that 
they do not, as Mr. Cleveland has said, have an armaments industry 
and it is difficult for them to find commodities on which to spend 
money in Denmark, and their foreign exchange position is a difficult 
one, making it difficult for them to buy military equipment outside 
of Denmark. So, there is a limiting factor in that sense in the size of 
the Danish contribution. They are such importers of coal and feed- 
stuffs and they have very heavy dollar obligations to the United States 
in the next year or so in terms of pre-war bonds. Their whole ex- 
change position, since sterling is no longer the medium, but dollars, 
has been changed. They traditionally sold bacon and foodstuffs to 
Great Britain and converted that sterling that they received into 
dollars, but they can no longer do that now. 
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Mr. Cuevencer. I think you will find at the time of the First 
World War that the Government had about 16 percent of the invest- 
ment im agriculture in Denmark. By the time of the invasion by 
Germany the ratio had almost reversed until the Goverament had 
84 percent of that investment, and the average Dane being invaded 
at that time said, “You take it, I do not want any bloody nose, I do 
not own it.”” There is another point, gentlemen, which is startling, 
the march toward socialism—the march toward socialism in their own 
country. I have made a study of the agriculture of Denmark for 
many years and the situatiop was reversed between the First World 
War and the German invasion. They did not want to get hurt for 
something they did not own, they were living on it, but did not own it. 

Mr. Gary. Are there any further questions? 

Mr. Wiactesworrn. I do not think so, Mr. Chairman. 

Mr. Woop. Will we be able to sereen and edit some of the state- 
ments on this particular record such as those about the objectives? 

Mr. Gary. Yes, that is understood. 

(Discussion off the record.) 


YUGOSLAVIA 


Mr. Gary. We will now consider the program for Yugoslavia. 

General Otmstep. You have before you the photostatic sheets 
showing our request for funds for the fiscal year 1953 for Yugoslavia, 
and the end items which it is proposed to buy with those funds. 

We do not have on our manpower chart a picture of the Yugo- 
slavian force, but I will make some comment about that in a moment. 

Turning to the map which is the first of the photestats in the book, 
if we can visualize a western flank and a southern flank to the Iron 
Curtain, envisaging the western flank running from the tip of Norway 
to the toe of Italy and the southern flank from Trieste out to Teheran, 
it is easy to see that Yugoslavia is the hinge between the west and the 
south. Yugoslavia has three rather ready assets in the form of val- 
leys which form outlets both to the Adriatic and to the Dardenelles 
as well as to the head of the Aegean Sea through Salonica. It is tra- 
ditionally an area of entry and exit from the central European plan. 

It was only a year ago this month that we had our first postwar 
military conversations with the Yugoslav military representatives, at 
which time we discussed in general terms the possibility of mutual 
assistance, they to us and us to them, in this common problem of re- 
sistance to the Cominform aggression. 

Those initial discussions of June of last year were followed with dis- 
cussions of a technical nature in August and September of last year, 
where they brought over a team of about fifteen technical specialists, 
air and navy, and various elements of the army—ordnance, quarter- 
master and medical—to discuss with our technical experts what they 
had and what they needed. 

These discussions and subsequent diplomatic negotiations, resulted 
in the signing of a bilateral agreement between the United States and 
Yugoslavia last October or November, and the establishment of a 
MAAG there. 

I give you this breakdown to indicate how recent our relationship 
has been with them in a postwar military sense. 

(Statement off the record.) 
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With the establishment of our MAAG last fall, at almost the same 
time we sent in an air mission to investigate their capabilities from 
the air side. Shortly thereafter, at their invitation, General Collins, 
the Chief of Staff of our Army, paid them a visit. He had the op- 
portunity to get out on the ground and see their maneuvers, as well 
as have discussions with their senior officers. In about three weeks 
General Eddleman, the Deputy G-—3 for the Army, and I are going 
there to spend about 10 days with them, in the field with their 
troops, and also visiting their arsenals, their warehouses, and depots. 

The relationship with the Yugoslavs has developed rather rapidly 
from one a year ago of a good deal of caution, to one of reasonable- 
ness, frankness, and willingness now to say—‘‘Come on in and see 
what we have.” 

We have now progressed to the point where we have begun to make 
common operational plans. 

Their present military active strength is as follows: 

(Discussion off the record.) 

The Yugoslav leaders have stated publicly that the Yugoslav Army 
has available trained reserves to bring the army to 1,100,000. The 
training of the regulars appears to be sound and complete. 

The morale is good. 

The arrival of limited quantities of United States equipment to 
date has been most welcome and has had a beneficial effect on their 
military morale. 

Their determination to resist aggression is definite. 

The individual sailor and soldier is rugged and used to hardship 
and discipline. 

Are there any questions of a general nature? 

Mr. WiaGteswortn. Off the record. 

(Discussion off the record.) 

Mr. CLevencer. Can they produce the ammunition over there for 
the equipment they have? 


SELF-SUFFICIENCY IN MUNITIONS 


General Otmstrep. They have indigenous capacity to make small 
arms and some items for artillery. They feel the weapons they make 
are good ones, and I think they are correct. They can make the 
ammunition for the weapons they produce themselves. ‘The reports 
that we have indicate that with some help from us they may very 
well be able to improve the measure of their self-sufficiency. 

Where they are liable to be deficient for an indefinite period is in 
such things as motor transport, combat vehicles, tanks, and electronic 
equipment. 

I think I mentioned earlier, but I will repeat here, the French and 
the British have been cooperating with us in this supply program. 

(Statement off the record.) 

Mr. Cievencer. Could they manufacture ammunition for that 
with the facilities they have? 

General Outmsrep. Off the record. 

(Discussion off the record.) 
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AIR FORCE PROGRAM 


Colonel Kern. As a result of the Air Force survey team that went 
over prior to the setting up of the MAAG in Yugoslavia, we learned 
that the Yugoslav air force, although having some equipment that is 
not modern, is very resourceful and ingenious in its method of opera- 
tion. They have very good manufacturing facilities. 

We believe that so far as being able to absorb the equipment and 
utilize it effectively is concerned, the Yugoslavs certainly will be 
able to give us value in return for the dollars that we expend on them. 

Our programs here, of course, are not related to deficiency list 
screened by our regional organizational JAMAG, since Yugoslavia is 
not in NATO. It is based upon a list of requirements developed by 
the survey mission that was conducted last fall. 

I, for one, am personally convinced that your confidence is not 
misplaced in the Yugoslavs, and that as time goes on they will develop 
and build up an effective fighting air force. 

(Discussion off the record.) 


NAVY PROGRAM 


Commander Danrortu. Mr. Chairman and merftibers of the sub- 
committee, I believe sufficient preliminary remarks have already been 
made, so 1 would like to turn directly to the program. 

(Discussion off the record.) 


ARMY PROGRAM 


Colonel Corserr. Mr. Chairman and gentlemen, you have before 
you the matorial program for Yugoslavia for the fiscal year 1953. 
The remarks that have been made by the Navy and the Air Force 
representatives pertain equally to the Army program. 

Due to the fund limitations, it is not feasible to even begin to take 
care of the number of units that are available in Yugoslavia; therefore, 
the program has been carefully screened. It includes only the high 
priority equipment necessary to try to bring these units up to a rea- 
sonable state of combat efficiency. 

Mr. Gary. It is a modernization program rather than an extension 
program? 

Colonel Corserr. That is correct, sir. 

Mr. WiaGLeswortn. You include medical supplies and - quarter- 
master supplies. Can they not be produced there? 

Colonel Corserr. They produce some, but very limited quantities. 


DEFENSE SUPPORT 


Mr. Gary. Next is the defense support program for Yugoslavia, 
and in this connection we will insert in the record page 72 of the 
justifications. 

(The matter referred to follows: ) 


YUGOSLAVIA 


Defense program.—Yugoslavia is devoting a greater share of its resources to 
defense than any of the Western European nations. It has budgeted $670 million 
for defense expenditures during 1952. This is 77 percent of the central govern- 
ment budget and is estimated to represent about one-fifth of gross national prod- 
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uct. Yugoslavia’s combination of relatively low consumption levels and prim- 
itive economic development does not provide the resilience required to support 
the expansion and improvement of the defense establishment planned by the 
Yugoslav Government. Imports directly and indirectly associated with the 
military program, exclusive of end items, have nearly doubled and now represent 
a major share of the country’s total imports. 

Economic situation. — Yugoslavia is a predominantly agricultural country; about 
two-thirds of its population of 16.6 million are dependent on agriculture for a live- 
lihood. Timber production and the mining and processing of nonferrous metals 
are the main industrial activities, although there is small production of coal, steel, 
cement, glass, textiles, and other miscellaneous manufactures. Exports consist 
chiefly of agricultural products, timber, and nonferrous metals. Imports are 
mainly textiles, machinery, iron and steel, fuel and chemicals. The standard of 
living is relatively low, comparable with Greece. 

Economic assistance required to permit Yugoslavia to carry its heavy defense 
burdens, and to survive the economic shock resulting from its rupture with the 
Soviet bloc, is given to Yugoslavia jointly by the United States, the United King- 
dom and France. The illustrative defense support figure originally submitted to 
the Congress ($78 million) was designed to meet the United States share of the 
minimum requirement for such assistance estimated by representatives of the 
three countries. This estimate was calculated on the assumption that the Yugo 
slav Government would continue and even intensify its tight restrictions on civilian 
consumption levels, in order to divert the country’s resources to the fullest extent 
possible to maintain its defense effort. The indicated reduction to $55 million 
will reduce the availability of raw materials—cotton, coke for the metallurgical 
and mechanical industries, iron and steel, ete.—essential to defense production 
and to maintain minimum civilian consumption standards. 


AVAILABILITY OF STATISTICS 


Mr. Gary. Mr. Cleveland, you do not appear to have any tables 
for Yugoslavia, such as you have had for the other countries. 

Mr. CLEVELAND. Mr. Chairman, there are some statistical pro- 
jections about the Yugoslavia program, but they are of a quite different 
order of certainty, or even probability, from the statistical projections 
on the other countries where the material has been gone over in detail 
by the missions over a period of time, and where there has been the 
NATO review. 

Mr. Gary. Your request is for $55 million as compared with $80.25 
million for 1952. 

Mr. CLevevanp. That is right, sir. 

Mr. WiaG.ieswortu. Off the record. 

(Discussion off the record.) 

Mr. Cieve.anp. I would like to say just a word, if I may, about 
the problem of figures in connection with Yugoslavia. 

It is an undeveloped area, particularly in a statistical way. It is 
only since the break with the Soviet Union that they have started 
to keep public statistics in a manner that is at all comparable with 
the way in which people in the other countries we have been con- 
sidering keep them. ; 

At the beginning of 1952 they changed their entire price system, 
along with changing the very unrealistic exchange rate which they 
had before. They brought it from 50 dinars to the dollar down to 
300 dinars to the dollar, and fixed and established their price relation- 
ships on the basis of this new valuation of the dinar. 

The new system for the first time gives us a price system on the 
basis of which it is possible to compare defense expenditures with 
other economic magnitudes. But the very establishment of this com- 
pletely new basis and the lack of data for prior periods that is at all 
comparable with it prevents any sort of comparison that is very 
useful with 1951 and earlier years. 
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Yugoslavia has, however, reported its defense expenditures to us 
broken down according to the regular NATO categories. This esti- 
mate, which I believe we can take as an honest approximation of the 
magnitudes, amounts to $670 million for the calendar vear 1952. 

We have no comparable figure for the fiscal year period, and as a 
result the Yugoslav figure is marked “not available” in the table of 
European defense expenditures and United States defense support 
which you just referred to, Mr. Chairman. 

However, in spite of the lack of accurate data it is possible to derive 
from scattered data some idea of the size and character of the Yugo- 
slav economy. 

It appears that the gross national product of Yugoslavia is probably 
in the neighborhood of $3,500,000,000. Therefore, this $670 million 
for defense would represent something in the neighborhood of 19 or 20 
percent of the gross national product. 

If these figures are in fact the authentic figures, then the Yugoslavs 
are not only devoting a larger proportion of their gross national 
product to defense than any other country in Europe, but are devoting 
more than is the United States. The latest figure on the United 
States before expenditure is just under 18 percent of our gross national 
product. 

This is an extraordinary effort for an undeveloped agricultural 
nation to be putting forth. 

It is said that all types of investment, plus defense expenditure 
amount together to as much as 40 percent or 50 percent of gross, 
national product, which, again, is just completely out of range with 
figures in most other countries, including our own. 


DEVELOPMENT OF INTERNAL ECONOMY 


What you have in Yugoslavia is the superimposition of a twentieth 
century military effort on an eighteenth century economy. 

On top of that vou have the problem with which the Yugoslavs are 
faced as a result of stopping their trade with and having it reciprocally 
stopped by the Soviets and with all of the Cominform nations. They 
have had to rearrange their economy so as to build up their trade and 
economic and financial relationship with the Western European coun- 
tries and with the United States and with the rest of the free world. 

Their whole military effort previously was the kind of thing that 
you would associate with training and equipping forces for guerrilla 
warfare in the hills: One uniform, one pair of shoes per soldier, and the 
Yugoslav soldier gets paid even less than the Turkish soldier. The 
Turkish soldier is paid 21 cents a month, I believe it is, and the Yugo- 
slav soldier, as I understand it, is not paid anything. 

Now this defense effort, involving a large amount of manpower and 
a huge amount of construction, and the production of some small arms 
and ammunition, creates heavy demands on the Yugoslav economy, 
demands that can be measured in the need for more textile production, 
in the need for materials, for fertilizer, the need for steel and steel 
products. They have a small steel capacity, and produce about 
500,000 tons of steel. Then there is also the need for oil. They have 
a very small amount of crude-oil production, and a very small refinery. 
But when you put into that kind of an economy vehicles and airplanes 
and other pieces of equipment that require various kinds of petroleum 
fuels, they cannot meet, from their own production, the kinds of 
demands that creates. 
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Cement they can produce in very large quantities. Normally they 
produce cement in exportable quantities, but the big demands for 
construction have kept down the possibility of exports of cement and 
at the same time have increased the demands for coke. They pro- 
duce a lot of coal in Yugoslavia, but have to import coke for use in the 
steel industry and also for burning in connection with the production 
of cement. 

The aid arrangements for Yugoslavia are under a tripartite agree- 
ment with the British and French, who are also providing some as- 
sistance to Yugoslavia. 

This year we provided $80.25 million, and the British provided 
$27.6 million, and the French provided $14.4 million, or a total of 
more than $120 million of foreign assistance, of which we put up just 
over 65 percent. 

This next year a program has been laid out which is, really, a pro- 
gram of three separate national assistance efforts in Y ugoslavi ia, 
which are not tied together percentagewise this next year the way 
they were this last year. The United States projection, as you have 
seen, is $55 million on the basis of the reduced figures in the authoriza- 
tion bill. 

Mr. Gary. Do you have a commodity breakdown for Yugoslavia? 


IMPORTS FINANCED BY MSA 


Mr. CLieveLtanp. We have a commodity breakdown of the MSA- 
financed commodities, and the estimated total for imports from the 
United States and for total imports, which we can insert at this time. 

Mr. Gary. Yes, insert it in the record at this point. 

(The matter referred to follows:) 


YUGOSLAVIA ! 


Estimated imports from all sources, United States, and MS A-financed for fiscal years 
1951-52 and 1952-653 


{In millions of dollars] 


Fiscal year 1951-52 Fiscal year 1952 
Commodity F 
United MSA- United MSA- 


Total Total 


States financed States | financed 
Food and agricultural imports: 

“ood lah Ee Pe ee eS Mr eS, - 4 a (Sees Pee 1.0 
Feed and fertilizer... .-_—-- WS, Calgon Pas. Bbeeee is) 23 5 ois 5 
Natural fibers ae ek a 27. 25 1 
Other agricultural products. shines 2 Bad 

Total food and agricultural imports | -- are 6s 30. 05 18.6 

Industrial imports: 

SL ET EE ee, Ce ee arene ness 25.7 14.5 
Industrial raw materials_________- ues Sisaas a8 9.8 13.3 
Capital equipment PS ee te 1.0 ISD 2.0 
Other manufactures and raw materials |-___.__- ; 6.7 dee a Cae SF j we | 

Total industrial imports 43.2 1.9 

Total commodity imports _-....----.----- 374.0 74.0 73. 25 351.0 80. 0 50.5 
Transportation : Oey SRE ue ine 7.0 : esis 1.5 
Total MSA Defense Support | program HbA? HAR ae 80. 25 55.0 
1, CRE a Saat eae, pee a : Se ge pA MR S aR AS 55.0 
_— nd = 

! Data are not included inthe sur aenery Sas except for the entry of the total ofthe MSA Defense Support 


program for Yugoslavia for fiscal years 1951-52 and 1952-53. 
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INTERNATIONAL AGREEMENTS 


Mr. CLevetanp. The other main“agreements arrived at with the 
British and Frene sh, in a recent conference held here in Washington, 
were first to support jointly together a further loan from the Inter- 
national Bank for Reconstruction and Development and to establish 
the principle that the International Bank should be the primary source 
of credit financing for public investment in Yugoslavia. The loan 
will be used primarily in the fields of mining, power, transport, manu- 
facturing, and agriculture. 

Mr. WicGLeswortH. What is the amount of that loan? 

Mr. CLevetanp. The figure that they are going to shoot at is $28 
million. 

Finally, Yugoslavia carries a very heavy burden of debt to other 
European countries, and the three governments that are part of this 
tripartite arrangement have agreed to take up with the other countries 
involved, not the scaling down of the principal of those debts, but the 
amortization of the debits over a considerably longer period of time, 
so that they will not interfere, as much as they would otherwise do, 
with the development of this Yugoslav military effort which, from 
our standpoint, is of first concern. 


EXTERNAL DEBT 


Mr. WicG_eswortH. What does that debt amount to? 

Mr. CLeveLaNnp. I am not sure I have that figure here. However, 
I will insert it for the record if I do not have it here. 

It consists of a lot of different kinds of debts to most of the major 
countries of Europe, including Germany. ‘The total amount is $235 
million dollars. 

(The matter referred to follows:) 


Summary of Yugoslavia’s external debt position 


{In millions of dollars] 


Totol out- 
standing 
July 1, 1952 
URE Ree oc see i ees es oe We ee 2gu SRSGc 17 
A. Consolidated country debt: 
rN cst SR re ee in enne ae eee oee 6. 85 
LGR ged ipa ck Ader Rae? ponte Seg pa ees ag Sete RS SATE AOE Ny ent . 08 
Meg SS SS eee Okt eg Ey Lae opn ee ee eee ee eee Oe we rey rye Eee 14, 22 
Ee” ES eee Saar gear een tee ae a) Dann Gt waren Samy = reel ny em SO Ra 33 
eo lan Aer ast ag pa Ni eed Reser bes sie ng gegeepe EN Fe . 03 
Cee ere ane Sense wie paE eee 1. 99 
7. OWItSOTIENG | 2S. LL. Fe eS ee sk a a 15. 49 
Serer eeeen CRIT = 0 ee te oe Oe oat oat ae oe 7. 80 
SUNN Osh eke ie ee Ae Oda lak dl ecw ee ie ale og 46. 79 
B. Prewar public debt: 
Ri; enw OMI RENNEIN 8 oa oa Sk Seo ee. ou . 09 
Dau MER I eae eee ie tee Si ee el AR oe Alas wale . 05 
3. Debt to French Government. ___. At weak Tey ght pte N: 
4. Bonded debt _- POA IES Se Fe a. NA 
5. Debt to Societe des Batignolles _ Pooh Neneed LAEY me OP SAME cay cna A ST aN a NA 


. 
SOU ARIOAE ROTI oon So oe oo he ee an aw gan we .14 
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Summary of Yugoslavia’s external debt position—Continued 


[In millions of dollars} 


Total out. 
standing 
C. Loans and credits: July 1, 1958 
i Busi rn vestmnent Cregit.« 50 oo Se eck $7. 42 
2. Bank for International Settlement _-_______- oi OS SIRE SR Ne 3. 50 
Gr Eee teveemaeny (1eOlG. ook ee wee ce ee 11. 40 
4. Belgian Commercial Credit_____.____________________- 5 Peak 5. 50 
5. Export-Import Bank— United States__......_.___...___---- 55. 01 
eer Cy MOONY acs ek eek ee ccs 5. 63 
7. aera, mec term: Comic. {<2 = oe te eee 23. 85 
iri ot NOR CCTM OPUINTE Ds Se bate. 
O;. 20stts? See Mion debs ee ee eke nae 6. 00 
10. Netherlands special credit, 1951_.2..0.20.22..2-.22.-.2.--2- 1. 58 
Aidre SOARING oo ES ek be . 28 
Pa eS: Se a en ee ye eT de 6. 91 
ae 0) aie eee TE ONG Se oe ce eae 22. 40 
14. U. K. revolving credits: 
1. Bank phe TS eee pe et oe: ere A aye NeA oe inter eee Re 11. 04 
2. Exporters __ - oe ade ets x ihe Tien Oe oi ics at ce od 2. 5% 
1D; U:: BK £3 million credit... 2. EPSON ee es 8. 40 
GS; Aly te. So mon Credit... .. ....- oe eats 5. 60 
hve ee 2S ON Credit... 8 oe ke Se ancaipeainsatien Ceeetted 11. 20 
Tn MANOR ATS CUES fa es Se 188. 24 


In addition to the forma] indebtedness detailed above, Yugoslavia was indebted in the amount of $37,819 
million in her trading accounts with her trading partners as of Dec. 31, 1951. 


Mr. WiaGLeswortH. Do you have any figures on imports and 
exports at all for Yugoslavia? 

Mr. CLEVELAND. Yes, sir; we have a projection for next year, and 
we have some limited material on the current status. 


CALCULATION OF U. 8S. CONTRIBUTION 


Mr. WicGieswortn. How did you arrive at this over-all figure of 
$76 million from the three countries? 

Mr. CLeveLAND. Well, the original proposition was $99 million 
from the three countries. 

(Discussion off the record.) 

Mr. WicGieswortu. I am interested in the change in ratio there 
for 1953 from what it has been in 1952. Uncle Sam apparently 
assumed two-thirds of the total contribution in 1952, the rest being 
divided between Britain and France. 

Mr. Cievetann. Mr. Wigglesworth, the proportions for this year, 
as established at a similar tripartite conference a year ago, were 65 
percent for the United States, 23 percent for the United Kingdom, and 
12 percent for France. 

Mr. WiaeLeswortuH. What were the figures? 

Mr. CLeveLAND. The figures actually made available in the United 
States assistance program consisted of $78 million as part of the tri- 
partite arrangement, plus a special contribution amounting to $2% 
million in connection with the service on some debts to the United 
States. 

Mr. WiceLesworta. That is roughly four-fifths of the total, is it 
not? 

Mr. CLevetanpb. Not for this year, sir. It is 65 percent of the 
total. 
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Mr. Woop. About two-thirds. 

Mr. CLEvELAND. The absolute figures for fiscal year 1952 are $78 
million for the United States, $27.6 million for the United Kingdom 
and $14.4 million for France. 

Mr. WicGiesworrn. For this year I thought you gave $27.6 million 
for Britain, $14.4 million for France, and $80.25 million for the United 
States. 

Mr. CLevetanp. Yes; the total United States contribution is $80.25 
million. The part made available under the percentage agreement 
was $78 million, and then a special arrangement was made to cover 
some interest payments that were coming due on debt owed by the 
Yugoslavs to the United States Government. 

Mr. WicGiesworru. Well, I still am not clear on how you arrived 
at this over-all total. 

Mr. CLEVELAND. The over-all total is based on an agreed estimate 
of the balance of payments for the next fiscal year. 

Mr. WicGiesworrn. And you do not really have any reliable 
figures on that? 

Mr. Curvetanp. We now have figures on the Yugoslav balance 
of payments that are considerably more realistic than ever before. 
The real uncertainty exists in the internal accounts, and even to some 
extent the financial and budgetary figures, but the balance of pay- 
ments figures look about this way on the dollar side: 

Imports, $98 million; 

Exports, $36 million, with a net figure for the service account of 
minus $6 million, and a net figure for the capital account of plus 
$4.5 million. 

Therefore, a net balance of payments on the same basis as the tables 
for the other countries of minus $63.5 million, to be covered by $8.5 
million use of pipeline, and $55 million of defense support assistance. 

Mr. Wiee_eswortrn. What becomes of the British and the French 
contribution? 

Mr. Cieve ann. They come in, of course, in sterling and francs 
rather than dollars. On the over-all account they show up as con- 
tributions by the French and British to meet the balance of pay- 
ments deficit in all currencies, which works out at $84 million. 

Mr. Wiaetesworrn. You think that those figures are reasonably 
reliable? 

Mr. CLievetanp. I would not put them in the same class of reli- 
ability, Mr. Wigglesworth, with the figures worked out for Britain or 
France or the Netherlands, but they are several hundred percent 
improvement over any previous set of estimates. 

They represent very detailed work over a period of 1 month by 
financial experts from the British, French and United States Govern- 
ments here in Washington, in attempting to work through all of the 
data available to Yugoslavia. This group included some people from 
the Belgrade Missions of the three countries. This represents the 
consensus of the informed estimates of people who have been closest 
to the Yugoslav economic picture. So we feel that on the external 
accounts great progress has been made in tying down current mag- 
nitudes and thus in getting some sense of how to forecast them. 

On the use of resources side, internally, it is still a major problem, and 
we will be continuing to push on that end. 
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AUSTRIA 


Mr. Gary. The next is Austria. 

Mr. Woop. May I say, Mr. Chairman, in respect to Austria that 
there is no military aid program. There is no military establishment 
in Austria, and there is none to be developed in the coming year. 
There are local police forces to keep order. Therefore, the assistance 
projected for Austria is not properly called defense support. Rather, 
it is economic assistance of the same kind as was furnished by the 
ECA under the Marshall plan. It must, therefore, be distinguished 
from the defense support for these other countries about which we 
have been testifying. 

It is the one case in Western Europe where we still have a program 
of economic assistance similar to that which we gave to all these 
countries for recovery purposes during the period of the Marshall 
plan. 

Mr. Gary. We have continuing responsibility there because we are 
occupying the country. 

Mr. Woop. That is correct, we certainly have. Without this type 
of economic assistance it would be impossible for the Austrians to 
carry on as a free country as bravely or as effectively as they have and 
to resist the very considerable pressure which is constantly being 
placed upon them by the Russians who are in occupation of a large part 
of the country, as you know. 

Mr. Gary. In this connection, we will insert pages 70 and 71 of the 
justifications in the record. 

(The matter referred to is as follows: ) 

AUSTRIA 
(NotE.—Austriais the only title [country which will receive economic aid as distinct from defense support) 

Current situation.—The significant economic facts in Austria are: 

(a) A persistent balance-of-payments problem resulting from a scarcity of 
natural resources and underdevelopment of existing resources. 

(b) Severe internal inflation. 

(ce) The drain of Austrian resources by the U. 8. 8. R. occupation authorities 
as the result of (1) unrequited exports from output of the 350 enterprises con- 
fiscated by the U.S. S. R. under the pretext that these assets were German 
property, (2) failure of the Soviet-controlled enterprises to pay taxes. 

(d) The deterioration of trade with Eastern Europe, upon which Austria was 
traditionally dependent. 

United States economic aid is required to assist the Austrians in reorienting 
their economy toward closer association with the west, to resist attempts by the 
Soviet Union to disrupt the economy, and to permit further progress toward 
viability. The presence of the Soviet occupation troops on Austrian soil, and the 
terms of the occupation statute limit Austria’s ability to contribute to western 
defense., 

The need for economic aid.—The improvement in the balance of payments has 
been retarded by the necesstty of making a major readjustment of Austria’s 
traditional trade pattern, as the result of the deterioration of east-west trade. 
The effect of the deterioration of trade with Eastern Europe may be illustrated 
by the fact that over half of Austria’s estimated requirements for dollar imports 
in fiscal year 1953, are due to the ne’essitv of importing from the United States 
three products formerly obtained from Eastern Europe—bread grains, coarse 
grains, and coal. 
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Austria 
INDEXES OF PRODUCTION 
Industrial — 
1938 spay SL Ree ee Coen 4a ee, 100 
PID LENE RAR R LE! Sig RD Wd ag SE a ecl a a Taes 66 
ROU cai odS ~nedabbsaeees hace gdsiceiae iy Serene ee 72 
1949 113 | 1949-50__ bee : 80 
rahe ek ikscteAs okde dn ohullein moe * a a Be REE Ae ERE nee eae Passe ess. 90 
REO Ee ne Pas Nae Seay S" PO te Riis ie cdg ewitnienicn shu beers 97 
FOREIGN TRADE 
[Millions of dollar equivalents] 
| 
| 1949 | 1950 | 1951 

Imports, total value (ec. i. f.)..--.------- ORE gtd Klee 504 | 483 | 653 

From United States____- eee peas REL Ls a RS, ee 183 | 121 145 

oe ee ene, Seneaee aewnn ahe ee 232 | 226 375 

PrORE Gir Geet BRNO . 5 os Soot Se ee pon ele een 179 136 133 
SaR te; Wee WEN. EP 99) 22k Ai ceccco cis be aocubanbiledcnnWnacbewcenn as 236 moar Yay 454 

eh TR TI ARN I ar Aleta SDR BO ta 9 17 27 

pak ag ES ee Re ee er rea OR ree ee tees: 162 189 . 

Do Gh Gener cout... 4...~.---~- 2040... ELE Ss Dae 115 120 139 
Volume of trade (index 1948= 100): 

0 EEE ee a ne Mee ee MER MS OSA el, 188 190 212 

ROS Shainin ian inebacubineb bones aiuds an setae ohubawa an 124 187 204 














EMPLOYMENT, UNEMPLOYMENT, AND HOURS WORKED 





This year | Year ago 








Employment: Total, excluding agriculture—1948=100 !______._..-.-.-.-.--..-_.- 101 99 
Unemployment: Registered at exchanges (thousands) ?._..-...................- 190. 3 161.2 
eT ee aiek eee a Re on ae, erry ene) le mee eee 





1 a araages 1951. 
2 March 1952. 
USE OF RESOURCES 


[Millions of dollar equivalents] 








United United 
States fiscal) States fiscal 
year 1952 | year 1953 
(current | (fiscal year 
prices) 1952 prices) 
ORE RR REET SEE eS Sle SE eA, ae re ER eet an Sart 3, 045 3, 085 
ee SRR es ENS CRED I a Siler 9 EER Rt a ci : —117 —60 
NR I a Sk Sop cari eect dacs guises wa oR acta gn Aca od a 3, 162 3,145 
Consumption: 
Ce eee ee crs nae Sig te ln ly iis ith ta Se casa ta aA cab he as a 2, 132 2, 164 
IMINO i crt SG Wee Goan ca amet ca ctoek ewok nese ae ndle eae 70.0 70.1 
Investment (private and Government): 
Amount... Se eae G pap Sck SEAS awe ohinect Winnie ten amit eieeas aneeaah 630 578 
St | EASES PRS Eee POSE RRs ane a Seg Lee eats 20.7 18.7 
os, ad cueuatmbennnian og ancien saatsits 400 403 
Nonmilitary.__-- Unies he Rwktns Cdentat inte nabisiee claws PALATES Leet RSS 379 380 
Military: 
es ENON site cpcduhoihaSiapinidbiwubausatdonceres saae 21 23 
eg Bt) ee eee gtk ana deacatnd ta tettidinas etme eka cania 0.7 0.7 
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Austria—Continued 
INDEXES OF PRICES 






































tee ai, | Cost of 
| Wholesale | living 
A 
PENS St BRET SS AS Cee 5 a Oe er ROE SCRE BAe PEEL SO RB icy Gh 8 ape NS 100 100 
ONES SS aa et Re ea ee nea | 133 136 
1950: 
a ae aha Soci draictacicins ow rg She Pee oRah Rar eA ne aS 155 141 
CTR RS oh 2 pi See iw A pe J iy ee Ae be A Un Pe ee 180 15 
1951: 
ee ag ee Sons ous alo we ks os wien Ris = pashan eae a SE | 222 173 
December Seestes. cect : | 259 | 220 
TOE cua ck pekd envied sancn nap binge <oaeisbe baka ses So kee eds ‘ 254 | 217 
ees: eae in - eis Jeni coe 
GOVERNMENT FINANCES 
[Millions of dollars equivalents] 
United | United 
States | States 
fiscal year | fiscal year 
1952 | 1953 
Revenue and expenditure-——Central government: 
AES ia pe SS ae OARS SE ARES SO pe yen ae ey Se ett a ethane Sad | 816 | 825 
EEE AOR SORE fen Bini eccia ans 990 | 970 
Tax receipts: | 
All levels of government: | 
Eg teal ann tunennagasneuegnnsas—Aeoup ose u sesh ann oer 
SS | re eee mea ote eae ae ae 2 eee 
Central government: | 
I i has ae gta wih Siete de aan Slals Gia Minin cine meobimrercevitel  cooe he 
Nh ro oe a nunicanie baer eusnalaceeaes maemdesney 22. 4 | 22S Ses 
Gross debt outstanding—Central government: Dec. 31: | 1949 | 1950 
I Os el Ae ae ge a iad 593 | 62 
I os hic won sab ericedannacla-sulonpus sumeneenies . 34.0 31.0 
| — 
GOLD AND SHORT-TERM DOLLAR ASSETS 
{In millions of dollars} 
ee Naa ie a heeded bare ae ee Eek baGeknksaacs nubuaekwh gubaceea 92 
Siena did deltenn G aap. Lae pal hae etna eee A Airs cin be ame dmnsmareke ae 85 
eich eites el edaives oli stl Nae aces Sepkeetlemay e diia anal ac he alia wichie as 92 
| AP ph ee Ee EER Ny ie x= ee eR EATS BC 94 
a a an a a ccna anini aid angiies abe 107 
SA ROS LE CTO SE ER yh oe SE ETT Ny ty Ys Pc foo Cpe Re ee 106 
AREA AND POPULATION 





Prewar End of 1951 





| 

| 

| | 

pT SORE CES AEST Re Rae ee SA IA CELE ri arc a. AP RPE Se Re ee ee REE a a ie 32, 375 
Population (thousands) 6, 750 | 6, 880 








GOLD AND DOLLAR TRANSACTIONS 


[Current prices—in millions of dollars] 








| United {| United 
| States States 
fiscal year | fiscal year 

62 | 1983 
OE SEER SO 6 OE A 5 SORE ID ek 126.0. 115.6 
a A ae wet etnk ae adkenn Dbddiceasedubcs a 42.0 43.0 
Ie IIS BUIOEIAIERIRY NUNES i eS bh cnn woah faetnne<munaspeacdemesbans 
Oitar recenns mee NE sao ee se a kaee nee : —45.5 +0. 2 
Net balance of payments.-._..._-- SPSL. ER wy ee oe ee ee eee | —129.5 | —72.4 


METHOD OF FINANCING 


ECOSTORE Be a TAT Oa oy AL TEE Fh eS eae 0 0 
IEE eens Se ances aoe na cedaqanansseecdinakda ue Wndesasers=s~s 9.5 | 11.4 
NRE e CUOIIIO BAN ion. Seo ck cin ed sebaasapdinchensubeeesdeeens one 120.0 | 61.0 
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ECONOMIC AID PROGRAM 


Mr. Gary. It appears from the tables on page 71 that the request 
for United States economic aid is $61 million, as compared with $120 
million for 1952. 

Mr. Cleveland, will you give us a brief statement on Austria? We 
have already heard Ambassador Donnelly on it, and I think probably, 
if you will just cover the economic aspects of it that that will be 
sufficient. 

Mr. CLeve ann. Yes, I can cover that quite briefly, Mr. Chairman, 

The primary economic problem results from the position in which 
Austria finds herself as an occupied nation, the most economically 
important part of which is occupied by the Soviet Union. 

On the external side the Austrians have been faced with constant 
deterioration of trade with Eastern Europe, on which they normally 
depended for imports of coal and also for imports of bread grains and 
coarse grains. All three of these items they are now forced to buy for 
dollars to some extent, and those three items alone represent some- 
thing like two-thirds of their total imports from the dollar area. 

They are also faced, looking toward the east, with the disruption of 
the Soviet Union’s occupying forces’ actions in the Soviet Zone. The 
Russians have confiscated $350 million worth of enterprises, including 
valuable oil lands, under the pretext that these assets were German 
property, and much of the value that those assets represent in the 
Austrian economy never does see the light of day as far as the Austrian 
Government is concerned. 

The most difficult internal problem with which the Austrians are 
faced is the severe internal inflation. 

Since Korea, prices have gone up something like 57 percent which 
is, | think, the highest rate of increase in prices anywhere in Europe. 

During the last 6 to 9 months there have been many discussions 
with the Austrians, and considerable progress in the field of working 
out stabilization measures to prevent this practically run-away price 
inflation from getting out of hand. 

These discussions included a survey by the managing board of the 
European Payments Union, a survey by the International Monetary 
Fund, and a good deal of special work by the Mutual Security Agency 
Mission and the United States High Commissioner’s Office in Austria. 

The managing board report brought the situation to a head, and 
brought it very forcibly to the attention of the Austrian authorities by 
saying that Austria’s balance of payment situation was most disturb- 
and might become so critical as to lead to the exhaustion of Austria’s 
reserves. 

RECOMMENDATION OF EPU BOARD 


The EPU Board recommended a series of measures which the 
United States Government officials in Vienna have also been recom- 
mending to the Austrians, and some real progress is being made now. 

These measures include, first, balancing the budget by cutting out 
unproductive building projects, reducing subsidies, and improving tax 
collections; second, giving appropriate statutory authority to the 
Central Bank to enable it to exercise effective control over the volume 
of commercial credit; third, getting under way an attack on restrictive 
trade practices, and particularly practices that make it necessary for 
businessmen to get licenses from some private groups rather than from 
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the government; and fourth, the establishment of effective foreign 
trade and foreign exchange administration. 

We are projecting in this set of figures for 1953 considerable success 
in the adoption and carrying forward of these measures, and the 
projections, therefore, show a sizable drop in the deficit m EPU, and 
a drop in dollar imports, and, consequently, the possibility of cutting 
quite substantially the allotments of United States economic aid. 

As Mr. Wood has said, this is not a defense-support program. 
There is no defense program in Austria, but its strategic and its 
political importance are so well known that I do not have to belabor 
them here. 

I think that is all I need to say by way of introduction on Austria. 


IMPORTS FINANCED BY MSA 


Mr. Gary. Do you have a commodity breakdown on Austria? 
Mr. CLEVELAND. Yes, sir. 

Mr. Gary. This will be inserted at this point in the record. 
(The matter referred to follows:) 


AUSTRIA 


Estimated imports from all sources, United States and MS A-financed for fiscal years 
1951-52 and 1952-53 


{In millions of dollars} 


Fiscal year 1951-52 Fiscal year 1952-53 


United MSA- 


Commodity ia Mee 
United MSA- 


Potal States | financed Potal States | financed 
Food and agricultural imports: 
Food. _- mid a ae ‘ 120.7 32.8 23.7 118.6 | 37.3 16.0 
Feed and fertilizer... e : 32. 1 18.9 5 ae a 37.4 18.8 11.6 
Natural fibers k acieats 16.8 12.9 5.7 43.4 11.9 4.7 
Other agricultural products_. 27.6 4.3 A 24.1 Bom 1x 
Total food and agricultural imports 227.2 68.9 47.7 223. 5 73.3 32.3 
Industrial imports: 

‘uels_ 78.8 21.3 12.4 75. 2 12.4 5.0 
Industrial raw Materials 103.4 5.8 2.1 101.9 6.5 4 
Capital equipment 73.0 7.4 9 71.4 6.3 2 
Other Manufactures and raw mate- j 

oo WeDiee ti eas Boat eet ene 107.6 7.6 5 118.0 6.5 ma 
Total industrial imports 366.5 31.7 5.7 

Total commodity imports 590.0 105.0 38.0 
Transportation. . 8.0 
Total economic aid 46.0 
Assistance via EPU 15.0 
Dah die Sable teat in Hath spat 61.0 





' Includes $4,000,000 advanced out of 1950-51 funds and obligated prior to June 30, 1951, 


Mr. WiaeLteswortu. There are no Austrian troops under present 
conditions? : 

Mr. CLEvELAND. No, sir. There is a small item for the military 
under “Government use of resources’ which represents occupation 
costs that the Austrians pay. 

Mr. WiceLteswortH. You compute the adverse balance of pay- 
ments as $72.4 million, and propose to meet that by $11.4 million 
from the use of pipeline, and $61 million from United States economic 
aid. 


20806—52-——-33 
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INCREASING RESERVES 


I notice that the reserves as of March 1952 were $106 million, or 
$12 million more than in June 1951:““Why should we not use part of 
those reserves in meeting the adverse balance of payments? 

Mr. CLeveLanp. Mr. Wigglesworth, this small change in reserves 
is really overshadowed by the fact that the absolute size of the re- 
serves is about one-sixth of one year’s imports. That is, in our 
judgment, a very slim margin of safety. 

As a matter of fact, a continuance of the inflationary pressure in 
Austria would have such seriously adverse effects upon the Austrian 
balance of payments that those reserves could easily be wiped out 
entirely if the measures that have been recommended to the Aus- 
trians, and which they are beginning to put into effect, are not carried 
through. 

Mr. WiecLeswortH. But I find that despite inflation, ever since 
June 1950, reserves seem to have been increasing. If you left the 
reserves where they were in June of 1951, vou could utilize $12 
million of them here and reduce the economic aid accordingly. 

Mr. CLEvELAND. We do not know yet, of course, what the June 
1952 figure will turn out to be. There is some indication that it may 
turn out to be lower than the March position. 

Mr. WiaG_teswortn. Yes, but this computation was based, I take 
it, on the March figure. 

| have no further questions, Mr. Chairman. 


GREECE 


Mr. Gary. The next will be Greece. 

Mr. Woop. Before the General comes in, I might point out that 
the authorizing legislation follows the pattern of the Mutual Security 
Act of 1951, dividing assistance for Greece and Turkey between 
titles I and II. 

The defense support item for Greece and Turkey is in title I, and 
the military end item and training program for these two countries is 
in title I]. Off the record. 

(Discussion off the record.) 

General Otmstep. You have before you the photostatic sheets 
showing the amount of funds asked for the Greek program for the 
fiscal year 1953, and the end items that will be procured with those 
funds. 

Briefly, | might say that our military assistance program for 
Greece, which began in 1947, was originally designed to equip Greek 
forces fighting against Communist guerillas. Now the Communist 
insurrection has been brought under control and resistance practi- 
cally eliminated, the Greeks have developed a military force of 
significant size and quality, ae best borne out by the record of the 
Greek battalion fightmg in Korea. 

The major emphasis in our program for 1953, as you will note, in 
addition to completing the equipment and pursuing the moderniza- 
tion of the army, is the continuation of a program to develop a small 
modern air force for the Greeks. 

Mr. WicGieswortnH. Greece is not included in the document that 
you have given us to show the contemplated increase, if any, in 
military strength. 
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General OtmsteD. We do not contemplate any increase in the 
strength of the Greek military forces in the fiscal year 1953. 

Mr. Wieeiesworru. Off the record. 

(Discussion off the record.) 

General OtmsteD. Off the record we have compared the larger 1953 
program with that for fiscal year 1952. 

Mr. WiaeteswortH. Which was obligated in full; is that right? 

General Otmsrep. I think that is substantially correct. Of the 
portion of our funds that will be unobligated at the end of June, as I 
previously testified, there will be a small amount held back for en- 
gineering and price changes. Some of that might apply to some of the 
items in the Greek program, but substantially the answer to your 
question should be ‘Yes, it. is obligated.” 

Mr. WiaGLeswortH. Why are we putting in so much more? The 
bulk of the increase, you say, is in the air force, but there is a sub- 
stantial increase in the army and a slight increase in the navy. 

General Otmsrep. Well, sir, the major reason for the increase in 
the army, which will be brought out in the Army presentation, is that 
we are beginning to give them now some heavier-type equipment which 
we have been unable to do in previous programs. It is to improve 
their firepower. 

AIR FORCE PROGRAM 


Colonel Kier. Mr. Chairman and members of the subcommittee, 
our 1953 Greek program is a continuation of the program established 
and developed for 1951 and 1952, and provides another yearly incre- 
ment toward meeting the force objectives established by the Joint 
Chiefs of Staff in attaining our military objectives in Greece. 

The fiscal years 1951 and 1952 programs combined provided F-84 
aircraft, tactical reconnaissance RF-S4 aircraft, T—33’s, trainers, and 
associated equipment. 

This will equip the fighter squadrons, flying trainer units, and recon- 
naissance squadrons in our objectives. 

In the 1953 program we are also providing the supplies and spare 
parts for the maintenance and operation of the United States equip- 
ment furnished under previous programs for their fighter bomber 
squadrons, air transport and flying training establishmeat and their 
reconnaissance squadrons. 

We are also providing in the 1953 program the unit equipment aid 
supporting equipment for the activation, or rather for the coaversion 
of conventional, piston-engined fighter bomber squadrons, aid recon- 
naissance squadrons to modern jet aircraft. 

Also, we are providing all the peace attrition for all the squadrons 
we have so far programed. Peace attrition aircraft were not included 
in previous programs for lack of sufficient funds. 

I am happy to report this 1953 program will complete our present 
MDAP goals in Greece so far as providing the major unit equipment. 
isconcerned. There will be a continued need for supporting equipment 
for waits that we have established. 

At this time I would like to pass out the programs for Greece for 
the air force for the fiscal vear 1953. You will notice that it is in two 
parts, part 1 and part 2. Part 2 is simply that portion of the program 
which we will obtain from the United Kingdom, «ffshore ;roeure- 
ment, for British equipment in the hands of the Gree air force. 
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Mr. WicGLeswortn. You mean that there is to be no further build- 
up as far as we are concerned? 

Colonel Kuern. As far as our present plans are concerned. 

Mr. WicGieswortnu. No build up after this increment? 

Colonel Kier. That is right, as far as our present plans are con- 
cerned. If the Joint Chiefs of Staff see fit to change this force basis, 
there might be an additional unit or two 

Mr. WicGLesworrH. What is the item, passenger buses, $10,000 
apiece? 

Colonel Kiery. That is the type of passenger bus for taking students 
to and from the training schools, and also between the field where the 
operational units are located and the school classrooms. 


~ 


NAVY PROGRAM 


Commander Danrortu. Mr. Chairman and members of the sub- 
committee, the Navy program in Greece is designed to provide 
further increment to increase the effectiveness of the already existing 
Greek forces. We do not contemplate adding to these forces by major 
units, but merely in items of equipment. Some of the equipment 
listed in the program is of an expendable nature. 

1 will pass these programs out. 

(Discussion off the reeord.) 


ARMY PROGRAM 


Colonel Corserr. You have before you the material program for 
Greece for the fiseal year 1953. This program contains materials 
needed for the maintenance and replacement of equipment on hand, 
and for a continuation of the program to replace uneconomically 
reparable British and United States equipment. 

The objectives are to furnish maintenance support for equipment 
on hand; for the replacement and modernization of this equipment 
and to provide 1 year’s training ammunition for the active army. 

Mr. WicGLteswortH. Do you have any idea how many trucks 
there are in this program as a whole? 

General OtmMstrep. I cannot give you the break-down of how many 
would be trailers. I can get it if you would care to have it. 

Mr. WiagGLesworts. Suppose you furnish ‘a statement for the 
record. 

(The table referred to was provided for the subcommittee members. ) 


DEFENSE SUPPORT PROGRAM 


Mr. Gary. Next is the defense support program for Greece. In 
this connection we will insert the language at the top of page 66 of 
the justifications in the record, and the table appearing on page 67 

(The matter referred to follows: ) 


GREECE 
Defense progran Defe ‘nse expe nditures are expected to be $160,000,000 i: 
fiscal vear 1953, more than 7 percent of gross national product. Defense produc- 


tion will be relatively small but mobilized military manpower will equal 10 divi- 
sions plus supporting service troops. Defense exnenditures also include construc- 
tion of necessary military highways, airfields, and port facilities. 
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Economic situation.—Greece has to import 95 percent of its energy require- 
ments, two-thirds of its raw materials and one-fourth of its manufactured prod- 
ucts. The reinstitution of trade restrictions on the part of other Western Euro- 
pean countries has_reduced its major exports of tobacco and raisins. 

The substantial recovery of Greek internal production since the autumn of 1949 
has reduced the need for United States support from almost $300,000,000 in 
fiscal year 1949 to a projected level of about $102,000,000 in fiscal year 1953. 
This volume of defense support is essential, however, since over 35 percent of total 
estimated Greek imports for fiscal year 1953 are dependent on the receipt of 
United States defense support. Greater improvement in the import-export 
balance has been hindered by virtual discontinuance of trade with Eastern Europe. 


Greece 
INDEXES OF PRODUCTION 


j l 
| Industrial | Agricultural 


1938 100 | Prewar 100 
1947 = oo ; . 74 | 1947-48____. é z 85 
1948 ‘ 76 1948-49. : s2 
1949 ; 90 | 1949-50__ _- a Abad 106 
1950 3 . . 114 | 1950-51__ Q2 
1951 - 130 | 1951-52... __. 109 


FOREIGN TRADE 


[Millions of dollar equivalents] 


1940 1950 1951 
Imports, total value (c. i. f.) : 408 432 398 
From United States 169 139 11s 
From OEEC countries 166 208 207 
From all other countries_ - 73 S5 73 
Exports, total value (f. 0. b.) 120 oH 102 
To United States : 22 15 14 
To OEEC countries . : 75 66 74 
To all other countries 23 15 14 


Volume of trade (index 1948==100) 
Imports 


Exports 
EMPLOYMENT, UNEMPLOYMENT, AND HOURS WORKED 
Employinent ‘ aiebiva | 
Unemployment > Not available, 
Hours worked weekly | 


USE OF RESOURCES 


| Millions of dollars equivalents] 











United United 
States States 
fiscal vear fiscal vear 
1952 1953 
(current (fiscal year 
prices) 1952 prices 
Gross national product 2, 126 2, 140 
Net foreign balance — 220 144 
Total availabilities 2, 346 2, 284 
Consumption: 
Ainount 1, 670 1,717 
Pereent of GNP ; 78 SO. 2 
Investment (private and Government): 
Amount a eS 255 72 
Percent of GNP . 12.0 8. 0 
Government use of resources i 421 395 
| ERR: sr STEEP rena et me oe, PE See hart AP Z 233 235 
Military: 
Amount___._. Rhy) SEES RES etn Meee me o Sagan 188 16.0 
ce i Sp hf EE MEE IEE SLAIN REA ELA 8.8 7.9 
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Greece—Continued 
INDEXES OF PRICES (MSA MISSION INDEX 





Wholesale | 
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GOVERNMENT FINANCES 
Millions of dollars equivalents} 
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year 1962 
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arrent prices—im millions of dollars] 
i rt 106. 5 aS 
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Mr. Gary. It appears from these tables that the request for United 
States defense support is $102,283,000 for the fiseal yer 1953 as com- 
pated with $182,000,000 for fiscal 1952. 







UNEMPLOYMENT 










Why is the unemployment figure not available? 
Mr. CLeveLaNnpb. Because of the deficiencies in the statistics of the 
countries involved. 

Mr. Gary. When‘I was over there in 1947 practically everybody 
was working for the government so they did not have much unem- 
ployment. That was one of the most difleult jobs we had, cutting 
down government employment. 

Mr. CLevevanp. Greece, which recently joined NATO, is commit- 
ted to maintain the sizeable defense force which General Olmsted has 
referred to, which of course is now mobilized in a state of readiness, 
It is not a build-up program; it is a problem of the maintenance of a 
build-up previously achieved for the purpose of getting rid of the 
Communist guerillas sometime ago. 

Greece must do this in spite of great poverty of resources, low per 
capita income. low savings and pfevailing conditions of economic, 
social and political instability. 

On the economic side Greece has to import 95 percent of its energy 
requirements, about two-thirds of its raw materials, and about one- 
quarter of its manufactured products. 

Since Korea the prices of what Greece must buy from abroad have 
gone up a good deal faster than the prices of its exports. The reinsti- 
tution of trade restrictions on the part of some other European coun- 
tries (associated with these large deficits in EPU that we mentioned 
earlier today) has harmed Greece to some extent, because it makes it 
that much more difficult for Greece to sell its main export products, 
which are tobacco and raisins. 

On the defense side, during the fiscal year 1953, military expendi- 
tures are projected at $160 million, which would absorb about 7.5 
percent of the gross national product and comprise approximately 
30 pereent of the budget expenditures by the National Government. 

This is a case again in which the reduction in the amount of defense 
support which would be made if the cut in the original authorizing 
figure were made on a proportionate basis, could have serious effects 
on the ability of the country to make defense expenditures. On our 
previous projections, military expenditures would have been about 
$188,000,000, or approximately 9 percent of the gross national product. 

The Greek defense effort takes the form of mobilized military 
manpower; it takes the form of providing from internal resources 
something like two-fifths of the requirements of these forces for such 
items as food, clothing, pharmaceuticals, fuel and other quarter- 
master items, and the provision for some reserves of other items, and 
finally, a very large provision for the construction and maintenance 
of military highways, airfields, port facilities, communication facilities 
and other essential military installations. 

During 1953 it is contemplated that counterpart funds will be 
largely used for two purposes—military production and military- 
connected construction work, in addition to some essential invest- 
ments. 
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IMPORTS FINANCED BY MSA 


Mr. Gary. Do you have a commodity breakdown? 

Mr. CLevELAND. It is here and can be inserted in the record at 
this point. 

(The matter referred to follows: ) 


GREECE 


Estimated imports from all sources, United States, and MSA-financed for fiscal years 
1951-52 and 1952-53 


{In millions of dollars} 
Fiscal year 1951-52 Fiscal year 1952-53 


eit ee ee eee 


United MSA- 


Commodity 


United MSA- 


Total Total 


States | financed } States | financed 
Food and agricultural imports: 
Food 92.0 48.4 62.6 85.7 44.5 29.2 
Feed and fertilizer 16.1 ca rj 16.6 4 
vatural fibers 14.7 { 1—.8 15,2 
Other agricultural products 10.2 9 .4 10.1 5 
Total food and agricultural imports 133.0 51.0 62.9 127.6 45.4 29. 2 
Industrial imports: 
Fuels : j 39.7 11.6 RS 36.6 9.0 s 
Industrial raw materials __ . 75.9 4.4 3.8 9.0 2.6 6 
Capital equipment 40.8 5.8 2.4 7.8 2.0 3 
Other manufactures and raw tnate- | | 
rials... ‘ 39, 6 5.2 4 24.0 | 3.0 by | 
Total industrial imports . 196. 0 27.0 15.4 147.4 16.6 1.8 
Total commodity imports 329.0 78.0 78.3 275.0 62.0 31.0 
Transportation > 3.0 
Total MSA defense support program 8A.0 34.0 
Assistance via EPU 96.0 | _- sis e" 68, 283 
Total 182.0 |_- ' vi 102. 283 
In some cases, MS A-finane*d commodity imports are minus primarily hecause procurement authoriza- 


tions outstanding as cf June 30, 1951, were canceled or decreased after that date and the adjustments exceed 
the total of actual or prospective issuance of procurement authorizations during fiscal year 1951-52. 


INFLATION CONTROL 


Mr. CLeve ann. There is one other point, Mr. Chairman, that 
is worth emphasizing in connection with Greece. There has been 
very serious inflationary pressure in Greece which has been kept under 
control primarily by provision of outside assistance, and to some 
extent by the sale of gold which the Greek Government has sold on 
the market at crucial times in the development of the inflationary 
pressure. This pressure is attributable to budget deficit of the 
government; to a development program that has turned out to be 
larger than could be supported by the resources available; the rapid 
expansion of private credit. In general, therefore, the money supply 
has expanded considerably more rapidly than the supply of goods. 
The remedies available for this condition are the classic ones—to 
reduce the budget deficit, to get quick production increases by invest- 
ing primarily in those items where the return is very rapid, and to 
reduce the volume of commercial and other credits. 

These steps have been discussed with the Greek Government re- 
cently by a special mission that was sent over to Greece by Mr. 
Kenney, headed by Mr. Samuel Welldon, who, working with the am- 
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bassador there, Mr. Peurifoy, and the MSA mission chief, Mr. Roger 
Lapham, has agreed with the Greeks on a very sound anti-inflation 
program. 

The projections in this series of 1953 forecasts lean heavily on the 
assumption of success in these anti-inflationary operations. 

For example, we assume a considerable reduction in Greece’s deficit 
with the rest of the European Payments Union which it has to pay off 
100 percent in gold. We also assume no gold purchases in the United 
States in the fiscal year 1953, and therefore a net advantage of about 
$17 million, compared to this vear, on the capital account. 

It is only through these anti-inflation measures that the Greek 
Government will be able to make out without reducing its defense 
program at the level of the United States defense support that will be 
possible this next year. 

Mr. Gary. Mr. Wigglesworth, do you have any questions? 


REDUCTION IN NATIONAL DEFENSE BUDGET 


Mr. WigGLeswortn. Well, I notice out of the gross national 
product of $2,140,000,000 you expect $160 million to be expended for 
national defense, which is 7:5 percent, and which is $28 million less 
than was provided, apparently, in the present fiscal year. It looks 
like we are going backward rather than forward. 

Mr. CLEVELAND. In which respect, Mr. Wigglesworth? 

Mr. WiacLtesworru. Well, if I read this table right, Greece is 
putting $188 million into military expense this year, and it is only going 
to put $160 million in next year. 

Mr. CLEVELAND. Mr. Wigglesworth, this reduction has not yet been 
made by the Greeks. It was projected by us on the basis of the action 
of the conference committee. The original figures presented to the 
authorizing committees were designed to enable Greece to maintain 
a defense effort of $188 million next year, as well as this year. There 
was a reduction in the figures, which, as yeu know, we took proportion- 
ately on all of the country figures for the purpose of this presentation, 
and a reduction of that amount would probably make it necessary to 
find a way of reducing the Greek military expenditure, so that this 
reduction is a direct reflection of this reduction in the proposed 
assistance. 

Mr. Gary. Greece is probably on a more active military basis than 
the other countries because of the recent guerrilla warfare, is it not? 

Mr. CLevetanpb. That is right, they are further along as far as 
already being mobilized is concerned, and the problem is one of 
modernization and maintenance rather than the build-up of forces. 


PROGRESS TOWARD BALANCED BUDGET 


Mr. Wiaeieswortn. Are you making any progress? The budget 
is still badly unbalanced. There has been a 15 percent increase in 
the cost of living between December 1951 and March of 1952. It 
seems to me that what you have outlined has been true ever since | 
was over there, anyway, in 1947. 

Mr. CLeve.tanp. There has been that chronic condition, sir. 

Mr. Wiaa.eswortu. Are you making any headway in solving it? 
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Mr. CLEVELAND. Yes, I think we are now making considerable 
headway in solving it. The Greek Government is determined to 
reduce its budget deficit drastically. 

The budget deficit has to be viewed in the perspective of a 3-year 
period. In the fiscal year 1951 the budget deficit ran about $329 
million. In the fiscal year 1952 it ran about $237 million, and the 
yrojection for next year is that the budget deficit would be only a 
fittle over $100 million. 

The problem, in other words, is not whether there will or will not 
be a deficit, but whether the deficit will be progressively brought 
under control and increasingly financed by noninflationary means. 

Mr. Wiccieswortu. Of course, the debt looks comparatively low 
in the light of that deficit. 

Mr. CLevetanp. The debt is comparatively low. That is gen- 
erally the case with relatively underdeveloped countries. Ta a situa- 
tion of very severe inflation it is very difficult for the Goverament to 
incur debt, that is to say, to sell bonds to its own citizens. They will 
tend to put their money outside the country. 

Mr. WiaGLteswortn. How do they take care of the deficit? 

Mr. CLEVELAND. They have had to take care of it by selling gold 
and some other Government assets, by borrowing from the Central 
Bank and to some extent by the time-honored printing press method. 

Mr. WicGLtesworrnu. The loss of gold is not apparent in the table 
here. 

Mr. CLEVELAND. Well, the gold shows up on the internal side as 
governmental revenue, and it shows up on the external side as capital 
outflow, that is to say, the purchase by the Greek Government of 
gold from the United States. 


OTHER RECEIPTS AND PAYMENTS 


Mr. WieGiesworra. Will vou explain the item ‘Other Receipts 
and Payments’’? 

Mr. CLEVELAND. Yes, sir. 

The explanation of this item gives a good idea of the kind of progress 
that is projected in this program. It consists of the three standard 
items, balance of services; EPU account, that is, the trade balance 
with the rest of the European countries; and the capital account. 

The service account goes from minus $2.3 million ia the fiscal vear 
1952 to plus $5.3 million for the fiscal vear 1953. 

That mostly represents an increase in migrant remittances on the 
theory that if the Greek economy is better stabilized there will be 
more of a tendency to remit funds to Greece on the part of Greeks in 
this country and elsewhere. 

That is offset by a slight reduction in the amount of freight that 
the Greeks will earn with their merchant fleet. 

On the EPU account it is projected that they will go up from minus 
$96 million in 1952 to a minus of $68 million in the fiscal vear 1953. 

This represents a considerable improvement in their trade position 
with the European Payments Union countries. 

On the capital side the movement is from minus $18.6 million in 
1952 to plus $1 million in the fiscal year 1953. 

Practically the whole of that change represents the assumption that 
there will not be gold purchases in the United States by the Greek 
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Government during the fiscal year 1953. This presupposes that they 
will ha¥e gotten their own internal situation uftder control sufficiently 
well so that they will not have to use this last-resort device of buying 
gold here and selling it on the market at Athens in order to try to 
damp down currency inflation and secure additional revenue for the 
Government. 

INDUSTRIAL INDEX 


Mr. WiaeLesworru. You show an industrial index of 130. Should 
not that be reflected in a substantial increase in exports? 

Mr. CLEVELAND. Most of their industrial production is for domestic 
use, both service and industries like the power and manufacturing 
industries. Their primary exports are of agricultural commodities. 
Tobacco and raisins are the biggest exports. 

Mr. WicGLeswortu. Are not those increasing? 

Mr. CLEVELAND. No; they have not been doing very well with them 
partly because of these restrictions in the other countries of Europe. 

Mr. WigGteswortH. What is the production of tobacco today, do 
you know? 

Mr. CLeveELAND. In 1951 tobacco production was 59,800 metric 
tons. 

I have the trade figures for 3 years, last year, this vear, and next 
year as projected, and they show some increase in tobacco exports, but 
from a pretty low level, compared to the amount of tobacco that they 
used to export before the war. Most of these tobacco exports would 
be to other participating countries in Europe. They also export a 
small amount of tobacco to this country for mixture with American 
tobaccos. 

REFUGEE PROBLEM 


Mr. WiaGLeswortn. Is there a refugee problem there now, or is 
that cleaned up? 

Mr. CLeveELanp. No, that is no longer a serious problem as things 
now stand. 

Mr. Wiea@teswortH. That is all, Mr. Chairman. 


TURKEY 


Mr. Gary. The next is Turkey. 

General Otmstep. Mr. Chairman, you have before you the photo- 
static sheets showing our request for the fiscal year 1953 for Turkey, 
and the items which it is proposed to buy with the money. 

As vou all know, our military assistance program to Turkey started 
in 1947, and has been continued with marked success. 

Our previous totals of military aid to Turkey are— 

(Discussion off the record.) 

Mr. WicaieswortH. Now, the request for 1952 was apparently 
revised? 

General Otmsrep. Yes, sir. 

Mr. Wiac.teswortn. Do you know what the right figures are for 
1952? 

General Oumsrep. Yes, sir, | can give them to you off the record. 

(Discussion off the record.) 














522 


General Otmsrep. The Turkish Army is the primary service in the 
Turkish defense establishment. It is considered to be an effective 
defensive combat force. 

Off the record. 

(Discussion off the record.) 

General Outmsrep. The Turkish Navy effectiveness lies in its small 
submarine force. When that force is completed it will include—off 
the record. 

(Discussion off the record.) 

General Otmstep. The Turkish Air Force has been gradually im- 
proving, but until such time as its present aircraft are in part replaced 
with the programed jet aircraft, the Turkish Air Force will not reach 
fully effective strength. 

The period of national service is 2 vears in the army and air force, 
and 3 vears for the navy. 

The active establishment is undergoing continuous training. 

The morale of the Turkish Navy and the defense establishment is 
high. These people are resolute in their opposition to Soviet Russia 
and they are willing to expend all means and expend all energies to 
maintain their freedom. 

Mr. Gary. Is this program designed to increase their military 
strength or to modernize their forces? 

General Oumstep. It is largely a modernization program. 

Off the record. 

(Discussion off the record.) 


AIR FORCE PROGRAM 


General Oumsrep. Colonel Klein. 

Colonel Kiery. Mr. Chairman and members of the subcommittee, 
our program for Turkey this vear is again a continuation of the pro- 
gram started in 1950 and continued in 1951 and 1952. It is designed 
to provide the forces believed to be necessary in Turkey in order to 
reach planned military objectives. 

The modernization of the Turkish Air Force is our principal problem 
there, not so much to create a new force as the modernization of the 
existing forces with jet aircraft. Our recent programs have been 
pointed toward that. 

(Discussion off the record.) 

1 would like to pass out the Air Force 1953 program for your 
inspection, and if there are any questions you may have, I shall be 
glad to answer them. 

¥ NAVY PROGRAM 


General Oitmstep. Commander Danforth. 

Commander Danrorru. Mr. Chairman, and members of the sub- 
committee, our position or target has been pointed out. As far as 
the Navy is concerned, I think that particular position applies with 
as much, if not more force, than perhaps to the other services. 

We have, in the past, been building up the Turkish Naval Forces 
as the general pointed out, with submarines, for one thing. 

I may say, in that connection, that our officers with whom I have 
talked, who are in Turkey, working with the Turkish submarine 
forces, have given me a very enthusiastic report on the effectiveness 
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of those forces. It is very encouraging to find that we do have a 
force of that type in that area 
I would like to shift now off the record and pass out these programs. 
(Discussion off the record.) 


ARMY PROGRAM 


General OLmsrep. Colonel Corbett. 

Colonel Corserr. Mr. Chairman, and gentlemen, you have before 
you the matériel program for Turkey for the fiscal vear 1953. 

This program has as its cbjec tive to provide ove hah e support 
for the equipment on hand and furnished under previous MDAP 
programs, to continue the modernization of the equipment of the 
Turkish Army, and to provide school and unit training requirements, 

Mr. WiceLeswortn. This program is half as big again as the pro- 
gram was last year. 

Colonel Corzerr. Yes, sir. 

Mr. WiaGieswortH. Why should that be? 

Colonel Corserr. It is mostly for modernization of these units. 

Mr. WicGLeswortn. It is apparently mostly small arms, machine 
gun ammunition and trucks. 

Colonel Cornerr. Yes, sir, and combat vehicles. 

Mr. Wigeiesworrn. Off the record. 

(Discussion off the record.) 


DEFENSE SUPPORT PROGRAM 


Mr. Gary. We will now consider the defense support program for 
Turkey, and in this connection we will insert in the record at this 
point the language at the bottom of page 66 and the tables on page 69. 

(The matter referred to follows:) 


TURKEY 


Defense program.—Turkey has a strong defense foree relative to its size. Mhli- 
tary expenditures have totaled 30 to 40 percent of the general budget of the 
Central Government im every year since the war. Defense expenditures are pro- 
jected at $271,000,000 in fiscal year 1953, or about 7 percent of gross national 
product, a high percentage in the light of the low standard of living in the country. 
Little industrial capacity exists for military production except for small arms and 
ammunition. 

Economic situation.—One of the main limitations on Turkey’s military effort is 
the difficulty in finding means to pay for essential imports, particularly from other 
countries of Europe. Large deficits with the European Payments Union (EPU) 
have been incurred, because of the sizable increase in military, investment, and 
consumption imports from the EPU area, while Turkish exports to the EPU area 
have lagged. It is anticipated, however, that governmental measures to promote 
exports and restrict nonessential imports will prevent this imbalance from in- 
creasing. 

United States defense support, now agrees at $49,000,000 for fiscal year 1953, 
is required to make available the imports that Turkey needs—including iron and 
steel, industrial chemicals, and textiles fea Europe, petroleum products and 
industrial equipment from the United States. 
































324 
Turkey 
INDEXES OF PRODUCTION 
Agricul- 
Industria) tural 
a RE NE TET OP RR ee eee Ms: Ro se ti to 100 
| ESRRERRES SaeSGe ie Saha Rr AL 2)  - 3 eee arate tices weeks 96 
VES ER SRS ee ie oe TREE Bg eee ES PSE or aes ae eae 124 
EERE i ee nee See eee £2. . SSeS eae eee: 111 
oan ETE. ES LET EAE EG | OE ES RR Carr ae ERS EIT. 120 
WO SS ai oak St keen bn censanee ical oo BE TS eae Sa cial 137 
FOREIGN TRADE 
{ Millions of dollar equivalents] 
1949 1950 1951 

eS * ee er eae ee ce ninns claaiic-a Raise sinlaag Ti 288 288 397 

ES A Sea See Be Ry, Fs eA SAT Ne el 58 69 44 

youn TP ee CONTIN ona Sia ik dks coe ceee snes tases pital cites 134 143 268 

ESS A aR esc B SA, Sande OE NR AINE. olay RANE: 96 76 85 
Se i io ea a ds Si EES Ei a sw | 252 264 | 314 

To United States_....-........- See cee hide cath alec tet eek Seba oie Re ies aal 35 | 44 67 

ee a ee ee et ee | 138 | 165 | 1s! 

Se ee ri an ae etniacy <odniea gene sae pyle’ } 79 55 | 66 
Volume of trade (index 1948=100): | ' | 

Imports. ___- saa akuuitincsd estbven bitin iohsnskcbsen bab a ep me 114 133 | 157 

EE ES ee PE Lee APTS ESTER eae eR | 129 | 126 130 





EMPLOYMENT, UNEMPLOYMENT, AND HOURS WORKED 
AR a EE TTS e ae are aR nee ACT APNE ae te NTNU SNe RA RO ENT EE 
Nn. s:snenierarenascpscamnbpuienie npeneninis eopemeeeic aencaliiem 

Hours worked weekly 





USE OF RESOURCES 


{Millions of dollar equivalents} 

















United | United 
States fiscal States fiscal 
year 1952 | year 1953 
(current | (fiscal year 
prices) | 1952 prices 
Cries I se hs i Bi ok Sk a ies ci } 3, 727 | 3, 82s 
Die Dame sci sch seen ens ciolpiaiadeamuciivartisintel 6 aude Tea —57 | —39 
pS ee ee ee es Siocliticaeted.s Sel deiladiedsgemiatcsra tens pisieet 3, 784 | 3, 867 
Consumption: } 
CET EEE SEE | SArrae le pe eR a ae BV De ee. LO A roe CRORE eae I 2,695 | 2, 786 
IEEE TRE a a EE eee ae Ie ea Be 72.3 | 72.8 
Investment (private and Government): | 
ERS? RRL Os SEG BRE SERS RE: SE et EE AE ey I 403 | 40) 
RI i shes a aS a lie ota e se oaahGle dalenae j 10.8 | 10. 5 
Ce Gao cick cer gece ne bea ehireneenseans ee j O86 | 680) 
NN i ie Renita ddens cee aneye abana wean ae Gee i hel rep | 433 | 409 
Military: | i 
Se dp Saiccldes ccc chk dan bhakneibhes hate abe dnagn tans oan | 253 271 
Percent of GNP_.__--- stijadimbllaesiiabie klk ons iain ih teg tl ep ihe ve teiteietin aig 6.8 | 7.1 
INDEXES OF PRICES 
; oa Cost of 
Wholesale living 
1948 ebatatinwekedb abn adee te oe q 100 10 
1949, September. PAR OP A A PEE CR, ERE ET OES aa 105 11 
195) 
June ~ : Chega Ua cicietainste aie ie: ‘ 92 104 
December 5 r enna dtd . A 101 102 
1951 } 
June cies eta ERE Ee ee re 101 | 10 
Decem her a Rae. ; ; ; ‘ 106 ' li 
1952: March , a sich abe a Ee 104 10% 
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Turkey—Continued 


GOVERNMENT FINANCES 
{Millions of dollar equivalents] 








| United United 
|States fiscal States fiscal 
year 1952 year 1953 






































Revenue and Seenae—Lonuat Government: | 
a etn «a chiens sa nehas ees Baka peated wae ipa eeh wre oes Spas teen yee } 608 655 
SRG SUE IG SS SRA RN AE Sc a a AS SAS, | 764 764 
Tax receipts: | 
All levels of government: | 
II io ns a gates ebb te uueh Gy shad edelivenhcdebissenusessocse anes 587 639 
PNR DCE S06 enn 8 SU cone tiation eevee sncnqeens=-> te 16.5 16.9 
Central Government: 
oa) IEE SEMI REE sham aie mete Py Cee tl as Tee sis 448 500 
OORT RETA awh dk on ethan ennnhenedsormsaspapienmisen sand ee-epaensoe- 12.6 13.2 
Gross debt outstanding—Central Government: Dee. 31: | 1960 1951 
ol nn posh ound odin d denna aa Maen aeniaee saa om or 57 581 
PURUIUNS GU ARIRM ieee en ae sds See e ae arp ke Shas ede So EA ee } 17.9 16. 4 
GOLD AND SHORT-TERM DOLLAR ASSETS 
{Millions of dollars} 
IIE Se ai ac ds cnn a a Fl ds nak nde dined coe see das dag Ggenes gece dy~ i scthedsnebinewes 174 
Pe Ila anh Science nul omchitieasimnedwmene eiarhcatk we gh pts cto ac aia oh idan ge AG es in se gs a eho cae 162 
EE Re apo wake oc Saw knkaccuddousbwaweaadik cues pain ladcneduuase Kocbbeathwmcdesiceecwaks >) ane 
Phe Co ahh tele dks be etna de Atak xeed panics hia ncn omen' pepe s wae iat dict sassy sva Wand Sheep aimkemadn edie 162 
I as ou ain ae eh kis esl oe od old eam ed OES TR EEE A eae es nine aed hinbaw ey a 165 
DR ata sate ah a hak oe abe cab ade sce baba a behitgd oo ssh daa waves nwadd acon idemaccancue’ 161 
AREA AND POPULATION 
| Prewar End of 1951 
snShidSia dilate adiamihls aia i aos j 
Area (square miles) .............-.-- eae Fe a eee er ONE Dee aoe ray (eae : | 2965, 185 
PE III oo oo sige na cence nqcanouniad~ on neanee aapemas ong aaa waa wien ee 17, 200 | 21, 500 
MTR: : ees 2S Speen 2. 
GOLD AND DOLLAR TRANSACTIONS 
{Current prices—M illions of dollars] 
United United 
| States, | States, 
| fiseal vear | fiscal year 
ee SS ia” 
Imports (f, 0, b.)- . tence abee dalen as se | 85.0 $2.0 
Exports (f. 0. b.)------. PER 9.0 | 89.0 
United States offshore procurement program... CPA BAG Pe ir I Be RE Made “si . 001 | 307 
Other receipts and payments—net__-- ES ak ceara ia Rate samc teskipee ct ---| 86.5 | —69.3 
Net balance of payments-._.--.-- aa LRG die ORES Aah ie oe —62.0 
METHOD OF FINANCING | 
Use of reserves... .--- SD ARR A RE SH A I A age ce eee 1.5 0 
Use of pipeline 7 palin tipans sche 32g mailed gale tos tw i pleas 10.0 13.0 
| 49.0 
| 


United States defense support. . Cae Sy SP ep ety cali aA Selene, SAO 70.0 





Mr. Gary. It appears that the defense support request is $49 
million for the fiscal year 1953 as compared with $70 million for fiscal 
1952. 

Mr. Cievetanp. The Turkish military effort is among the best 
buys in the world in the military field, as some of the figures that have 
just been used indicate. 

Military expenditures in Turkey have totaled 30 to 40 percent of 
the general budget of the Turkish Central Government in every year 
since the war, and defense expenditures are rising, both absolutely 
and in relation to the gross national product. 
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They should be able to achieve this next year, given the level of 
defense support indicated, an amount of defense expenditure of $271 
million, or about 7 percent of the gross national product. 

Mr. Gary. It is also the only country in the group where the gold 
and short-term dollar assets have declined. 

Mr. CLEVELAND. It is one of the countries, the most dramatic 
decline being in the United Kingdom case, where it came down by 
more than $2 billion. 

The Turkish figure is remaining about the same. 


DEVELOPMENTAL PROGRAMS 


This program of defense expenditure does not mean very much in 
the way of industrial production, although the Turkish economy is 
able to produce some small arms and ammunition. Therefore, the 
defense program has emphasized the improved training of existing 
manpower and the modernization of the forces with the assistance of 
the equipment you have heard about from the military witnesses. 

The Turkish Government also started this past vear an important, 
but also a very expensive, program of training and developing non- 
commissioned and officer corps personnel. This program will be 
stepped up in the next year. 

Also important to the defense program is the further development 
of transportation and communication facilities and of airfields and 
military port facilities, all of which are included in the expenditure 
which the Turkish Government makes out of its own national budget. 
Turkey is primarily an agricultural country. It has some mineral 
wealth. It has exportable quantities of chrome ore and copper, but its 
standard of living is one of the lowest of any of the NATO countries. 

Transportation, power, exploitation of minerals, and manufacturing 
are at a relatively early stage of development, and even agricultural 
methods are reasonably primitive. 

The postwar development program carried on under the Marshall 
Plan by the government with ECA assistance at that time emphasized 
the improved agricultural production, and under that program also 
Turkey has started, and is about one-third through, the job of building 
a network of national highways. 

The agricultural work during that program has paid off very well in 
the increased production. Turkish gross national product has risen 
by 10 percent between fiscal year 1951 and fiscal year 1952, which is a 
very striking increase. It is due primarily to better agricultural 
methods and to very good climate and crops during this past year. 

One of the main limitations on Turkey’s military effort is the diffi- 
culty of finding the means of payment for the deficit in Turkish 
trade with other European countries. They have to make gold and 
dollar payments to the European Payments Union, and as the result 
of a good deal of investment internally and a good deal of military 
effort, exports have lagged somewhat. 

However, the Turkish Government is now taking measures to pro- 
mote exports and to restrict nonessential imports, and it is going to 
try to prevent any further substantial imbalance to the European 
trade. In time this should improve Turkey’s position in the EPU 
and will make it unnecessary for Turkey to make as many outpay- 
ments of gold and dollars as she has up to now. 
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The defense support item projected at $49 million for the fiscal year 
1953 is required primarily to help the Turks cover the cost of imports 
they would otherwise be unable to buy from the rest of Europe and 
from the United States, including iron and steel, industrial chemicals 
from Europe, petroleum products and industrial equipment from dollar 
areas, particularly the United States. 

The counterpart of this aid is also important to the military pro- 
gram in Turkey. It is used very directly in increasing Turkish mili- 
tary expenditures. 

During the first 9 months of this fiscal year, about $90 million has 
been released, of which $60 million was used directly for military 
production, construction, equipment, and material. Only about half 
of this counterpart was used within the budget; the other half actually 
supplemented what the Turks otherwise would have been able to do. 


GOLD ASSETS 


Mr. Gary. Referring to the gold assets, the United Kingdom has 
had a very decided decline since June 1951, but Turkey is the only 
country that has smaller reserves in 1952 than they had in September 
1949. The United Kingdom in September 1949, had $1,425,000,000, 
and it had $1,700,000,000 in 1952. 

Mr. Cieve anp. | think, Mr. Chairman, we have to regard the 
level of the United Kingdom reserves in September 1949, as disas- 
trously low. That was the very bottom of the pit, just before the 
devaluation of the pound; they had to devalue sterling and take other 
very drastic measures in order to prevent themselves from going com- 
pletely on the rocks. Also, I think it is important to emphasize in 
this connection that the proper base for looking at the change in 
reserves in terms of this defense support program is really over the 
last fiscal year, last June, rather than going back to a period that was 
very close to the beginning of the Marshall plan. 

One of the things that has happened as a result of the Marshall Plan 
has been to strengthen the economies of the European countries so 
that some of them have been able to get a little closer to what they, 
and we too, would consider an adequate margin of insurance on their 
gold and dollar reserves. 

Reserves generally in Europe are still very low indeed compared 
to what you ought to compare them with, which is the volume of 
trade that those reserves support. 


IMPORTS FINANCED BY MSA 
Mr. Gary. We will insert the commodity breakdown in the record 


at this point. 
(The matter referred to follows:) 


20806—S52 54 
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TURKEY 


Estimated imports from all sources, United States, and MS A-financed for fiscal years 
1951-52 and 1952-53 


{In millions of dollars] 
































Fiscal year 1951-52 Fiscal year 1952-53 
Commodity | Cates | MSA | | United | » 
| Unite MSA- Tnite ASA- 
Total | States | financed | Total | States | financed 
* | a 
| j | 
Food and agricultural imports: | | 1 
Food sneccatesbeonee 13.4 | ee Deum eine a 15.3 | os a 
Feed and fertilizer - oe i Se i | i ee SS ciate eat > Sr (ree ae 
Natural fibers ____- tes 5a "hood, ERE EEN, be PRE ETS, O84! 32525 Pao 2; 
Other agricultural products. pee 3.0 | OB sscnsscse 3.9 | 0.4 |-..-- 
Total food and agricultural imports 28. 4 | <6 {.- beach N 31.5 | .4 bashes j.- 
Industrial imports: gE e coe ye | 
| he RPS 25.9; 20.5 | a0) ma) mel 1.0 
Industrial raw materials. _____-_--_-_- 82.8 | 6.3 | 1.3 | 86.0 | 7.7 | 2.3 
Capital equipment } 161.7 42.0 14.1 | 157.0 | 34.0 9.5 
Other manufactures and raw material- | 106.2 | 4.7 | 1.4 | 110.2 | 5.5 | a 
Total industrial imports. .__...-...-| 76.6 | 73.5 | 18.8 | 382.5 | _ 70.6 | 13.0 
oe commodity imports. ___.-......---- 405.0! 74.0) 18.8 | 414. 0 | 71.0 | 13.0 
ransportation..........---- FONE! Ur ee eee Te 5 eee Peat | 1.0 
Total MSA defense-support program as- | | | 
SOS SOS) SU RES SEE Sera Ae Lake loxacuel gh ee ey ee 35.0 
NN gt SSS, HP eRe Te 49.0 


ND ha ibian iid sabaeneigeeesmeept EE AEE el ERE Ss CR ee 





COAL PRODUCTION PROJECT 


Mr. WicGLeswortH. Was not a large Brogeck in respect to coal 
production under way a while ago in Turkey? 

Mr. Craic. Yes, Mr. W igglesworth. 

Mr. WiaGLteswortu. What became of that? 

Mr. Crate. That is still in action and will take some time before 
it is completed. The large one will eventually cost about $45 million 
in terms of dollar equivalents, and the part that has been required 
from the assistance financing, ECA and MSA, is about $10 million, 
of which so far $8.3 million has already been shipped, and therefore 
paid out. 

Mr. WicGLeswortu. How long will it be before it is in operation? 

Mr. Craic. Well, some of it is already in operation now. 1 cannot 
tell you when it will be finished. That, of course, we can put in the 
record. Eventually it is anticipated to increase annual production 
from 2! million tons of marketable coal to 3.7 million tons. When 
that will be reached I cannot tell you. 

The project design and engineering began in 1949. , Development 
work in new seams in the consolidated mines began actively in 1950. 
Production in the Zonguldak coal fields has been as follows: 1949, 
2.7 million tons; 1950, 2.8 million tons; 1951, 3.4 million tons, and in 
1952 production is estimated at 3.7 million tons. In 1951 some 50,000 
tons were exported and it is expected that about 100,000 will enter 
the export market in 1952. Next year it is estimated that this will 
rise to 200,000 tons for use in the Mediterranean area. The project 
will be substantially completed in 1955 insofar as present investment 
plans are concerned with the full investment of approximately $45 
million equivalent by that time. 
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529 


Mr. WiaGuieswortH. You say that is what is estimated, or is that 
what has been already realized? 

Mr. Crata. Estimated. 

Mr. Wiacieswortu. Has it produced some increase? 

Mr. Craia. Well, I am sure that it has increased somewhat already, 
but I cannot tell you just how much. Most of the increase in pro- 
duction is yet to come after the completion of deliveries and con- 
struction. 

CHANGES IN FINANCIAL STATUS 


Mr. Wiac.Leswortu. [| notice from this table that inflation seems 
to be under pretty good control. — 

I notice an industrial production index in terms. ef 1938 of 175 
and an agricultural index of 137. You estimate an adverse balance 
of payments of $62,000,000 against which you propose to apply 
$13,000,000 from pipeline, and $49,000,000 from defense support. 
What are the pipeline figures? 

Mr. CLeve.anb: For Turkey, incoming pipeline at the beginning 
of the fiscal year, $51.9 million, and the outgoing pipeline at the end 
of the fiscal year, 1953, is estimated at $38.9 million. The difference 
is the ‘‘use of pipeline’’ figure of $13 million. 

Mr. Wiace._eswortH. That means it is contemplated spending 
about $62 million? 

Mr. CLevELAND. That is right. There will be shipments of about 
$62 million during the period. 

Mr. WiacGLeswortu. Will you explain the “Other receipts and 
payments” item? 

Mr. CLeveLanp. The change is minus $86.5 million this year to 
$69.3 million next year. It consists of three elements, service ac- 
count, capital account, and EPU. On the service accounts, the change 
is from minus $10.7 million in the fiscal year 1952 to minus $13.5 
million in the fiscal year 1953. On the capital account it moves from 
a minus $5.0 million to a plus of $7.1 million. The major change is 
in the EPU account where it is projected that, in line with the measures 
the Turkish Government is taking to redress to some extent the im- 
balance in its trade with the EPU area, Turkey’s position in EPU 
will move from minus $80.8 million to minus $62.9 million. 

Mr. WiceieswortuH. That change amounts to an estimate of 
increased exports to EPU countries? 

Mr. CLEVELAND. Also some restriction on imports from the EPU 
countries, the net change being represented by these two figures. 

Mr. WiaGLeswortH. Are these calculations for the different coun- 
tries anywhere near reliable? 

Mr. CLeveLAND. As reliable as any forecast is. The problem of 
forecasting exactly what the trade is going to be between one country 
and all of its trading partners in Europe is obviously a difficult thing 
to tie down specifically. 

Mr. WigGLeswortn. It is pretty much of a guess? 

Mr. CLeve ann. But it is a well-informed guess based on quite 
detailed work by missions and by the Paris regional office, which 
works with the EPU, as well as by experts here in Washington. 

Mr. Gary. We will adjourn until 10 o’clock Monday morning. 
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Monpay, JuNE 16, 1952. 
ASSISTANCE TO SPAIN 


Mr. Gary. The committee will come to order. 

There are several items to be cleared up yet in title 1. One of them 
is the assistance to Spain. 

As I understand the situation, insofar as Spain is concerned, the 
actual amount obligated in 1951 was $17,200,000; the estimate for the 
fiscal year 1952 is $45,300,000; and the estimate for the fiscal year 1953 
is $125 million. A part of the funds available under section 101 (a) 
apply to this program, so that leaves a balance of $100 million for the 
fiscal year 1953. 

In this connection we will insert in the record page 77 of the justifica- 
tions. 

(The matter referred to follows:) 


Comparative summary of obligations 


Actual, Estimate, Estimate, 
fiseal vear fiscal year fiscal year 
1951 1952 1953 
Tetal... . $17, 200, 000 $44, 300, 000 $125, 000, 000 
Funds to be utilized pursuant to sec. 101 (a) of the Mutual Se- 
curity Act for assistance to Spain are included in the military 
assistance and defense support estimates in title I. The 
respective amounts are not readily determinable at this , 
+ RE SP ae ea sie Sal : 25, 090, 000 


100, 000, BBO 


GENERAL STATEMENT 


Assistance to Spain was included in the 1952 Mutual Security Appropriation 
Act in the following language: 

‘“For economic, technical, and military assistance, in the discretion of the 
President under the general objectives set forth in the declaration of policy con- 
tained in the titles of the Economie Cooperation Act of 1948 and the Mutual 
Security Act of 1951, for Spain, $100,000,000.”’ 

Since it is unlikely that any significant amount of the $100 million appropri- 
ation for economic, technical and military aid to Spain can be used during the 
remainder of the fiscal vear 1952, mutual security legislation now before Congress 
contains the request that all unexpended balances be made available for assist- 
ance to Spain for the fiscal vear 1953 under the same conditions as those quoted 
above from the Mutual Security Appropriation Act, 1952. 

Preparations for negotiations with the Spanish Government for the use by the 
United States of military facilities in Spain began last fall when a military team 
and economic group were sent to Spain. Surveys were undertaken by these two 
groups and their reports were then made to the Joint Chiefs of Staff and the 
Mutual Security Agency respectively. The actual negotiations involving the 
use of the $100 million already voted by the Congress for Spain, are currently 
under way. Draft texts of the proposed military and economic agreements have 
been submitted by the United States negotiators and are now being considered 
by the Spanish Government. 


Mr. Gary. Would vou like to make some statement on this, Mr. 
Wood? 
EXPORT-IMPORT BANK LOAN 


Mr. Woop. Yes, Mr. Chairman, the amounts as shown, expended 
in prior years were all from the amount of loan money made available 
through the Export-Import Bank, as the committee has already been 
told. 
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The amount of $100 million contained in the legislation last year 
has not been spent. We have been engaged in negotiations with the 
Spanish Government concerning bilateral agreements on the various 
items by way of bases and other quid pro quos which are to be made 
available in return for the use of that money, none of which has been 
obligated, and it is presently expected that none will be obligated in 
this fiscal year. 

As was also testified previously these negotiations are going on, and 
on the whole give promise of reaching a mutually satisfactory conclu- 
sion before too long. 

There was added in the authorization legislation this year another 
$25 million, as I believe the members of the subcommittee know, so 
that there will be available by terms of this vear’s and last year’s 
legislation a total of $125 million for Spain in addition to a small 
carry-over of the Export-Import Bank loan funds that were made 
available, I believe, in the legislation in the fiscal year 1950. 

Mr. WiaGLtesworts. How much is that? 

Mr. Woop. The total of that, I believe, was $62,500,000. 

Mr. Wiccieswortu. The total of the amount 

Mr. Woop (interposing). Made available under the terms of the 
legislation which authorized loans through the Export-Import Bank. 

Mr. WieGLeswortH. How much is that left over? 

Mr. Woop. Again, speaking from memory, | think there is some- 
thing like $8 million or $9 million which has not yet been made 
available. We expect all of that to be made available and obligated 
by the end of this fiscal year. 

Mr. Gary. So that at the end of the fiscal vear you will have the 
$100 million that was authorized last year, and none of it obligated. 

Mr. Woop. That is our present estimate. 

Mr. Gary. And none will be obligated until certain agreements are 
reached with Spain? 

Mr. Woop. That is correct, sir. 

Mr. Gary. Suppose these agreements are reached early in the fiscal 
vear do you think that it will be possible to spend more than $100 
million? . 

Mr. Woop. Mr. Chairman, I think that is rather difficult to say. 1 
think the forecasts and the estimates now available, while not con- 
clusive, indicate that the money made available last year and this year 
will be adequate for the purpose during the coming fiscal vear. 

Mr. Gary. You mean without the $25 million that has been 
authorized? 

Mr. Woop. No, I am including the $25 million. The authorized 
total of the Export-Import Bank money is, as I have just said, present- 
ly estimated to be completed this fiscal year. There will then be 
available for use in this coming fiscal year $125 million. 

Mr. Gary. Mr. Wigglesworth, do you have any questions? 

Mr. Wiae.eswortu. Well, from the table that you have just 
inserted in the record I understand you show as actual expenditures 
in Spain for the fiscal year 1951 $17,200,000 and for the fiscal year 
1952 $43,300,000, which is 100 percent attributable to loans from the 
Export-Import Bank? 

Mr. Woop. That is correct. 





AUTHORIZATION OF LOAN 








Mr. WicGieswortn. Is there any other example in respect to any 
other country in this whole total aid picture where anything other 
than appropriations has been shown in similar tables? 

Mr. Woop. No, not strictly comparable. 

There was last year, as you recall, Mr. Wigglesworth, a provision 
in the legislation that not less than 10 percent of the appropriation 
should be extended on credit terms, and we did, therefore, make loans 
to the extent of that 10 percent: 

Mr. WicGieswortu. Yes, but that is an MSA operation, is it not? 

Mr. Woop. That is right. 

Mr. WigGLesworrn. This is an operation entirely outside of the 
sphere of operations of MSA, as [ understand it. 

Mr. Woop. No, sir. As a matter of fact, this operation was, so 
far as the actual management of it was concerned, comparable with 
the MSA loan operations, in that the Export-Import Bank did extend 
the credit and did administer the loans, but the Mutual Security 
Agency was also involved in considering the types of loans, and the 
types of the commodities that should be supplied. 

Mr. Wiceiesworru. In the light of stated European needs, funds 
have been appropriated by the Congress for military aid and for eco- 
pomic or defense support aid. ‘These are funds which have come from 
an entirely different source, from the Export-Import Bank, just as 
they might have come through the World Bank or through private 
financing, and it does not seem to me they have any place in this pic- 
ture at all. I am just wondering why they are in here in this sheet 
which would lead the average person to think that MSA put this money 
up. 

Mr. Woop. It was provided for in the legislation governing ECA, 
which was the agency at that time. 

Mr. Gary. The authorizing legislation specifically directed the 
banks to loan this money. 

Mr. Woop. That is correct, Mr. Gary. 

Mr. Gary. Did it specifically direct loans to other nations? 

Mr. Woop. I believe it specifically directed that 10 percent of 
amounts appropriated last vear was to be in the form of loans. 

Mr. WieGteswortn. Well, that has always been true. That is 
not an Export-Import Bank job—— 


SIMILARITY OF AGREEMENTS AMONG NATIONS 


Mr. Woop (interposing). The Export-Import Bank does act as 
the agent of this Government in actually extending and administering 
loans under the general direction of or pursuant to the determination 
of the Director for Mutual Security. 

Perhaps Mr. Martin, of the State Department would wish to add 
to that testimony. Ido not know whether you do or not, Mr. Martin. 

Mr. Martin. I might make just two or three remarks, if I may, 
Mr. Wood, and Mr. Chairman. 

I would call vour attention to the fact that the negotiations which 
are involved are quite complicated, the arrangement involving at the 
minimum four separate agreements that have to be reached on an 
interlocking basis with the Spanish Government, one having to do 
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with economic assistance, the second having to do with military as- 
sistance, the third having to do with tax relief for expenditures to be 
made in Spain, and the fourth having to do with the military arrange- 
ments and rights which we want in Spain, as the quid pro quo. 

Mr. Gary. Is that similar to the agreements made with other 
countries? 

Mr. Martin. The agreements per se are similar to agreements 
made with other countries, but we have developed those agreements 
over a period of several years. 

Mr. Gary. Multilateral agreements? 

Mr. Marttn. Bilateral agreements with the other countries, but 
we had several vears in which to negotiate them. So we are trying to 
do ina short period of time what we have done over a long period. 

Mr. Gary. And on substantially the same terms that have been 
worked out with the other countries? 

Mr. Marti. That is correct. We are trying to treat Spain as 
the other countries except where there are special circumstances in the 
Spanish situation, as there would be in any situation in any other 
country. 

Mr. WiaGieswortuH. Who is conducting the negotiations? 

Mr. Martin. They are being conducted by the United States 
Ambassador, Mr. McVeogh, assisted by a special negotiating team on 
the economic side under Mr. Train, and on the military side under 
General Kissner. 

Mr. Wiae_eswortH. Who conducted the negotiations with Yugo- 
slavia a year ago? 

Mr. Martin. They were conducted again under the leadership of 
ithe Ambassador with the assistance of economic and military 
missions. 

Mr. WiagGieswortu. I am impressed by the comparative efficiency 
of the negotiations in Yugoslavia, with the lack of success attained in 
the negotiations in Spain to date. 

Mr. Martin. I might point out one additional matter, if I may, 
namely, that in connection with Spain it was necessary to work out in 
considerable detail the facilities that we wanted from the Spaniards, 
which required both a survey mission to determine what the Spaniards 
have and then a decision back here as to what we thought we wanted, 
and now we feel we have to get from the Spaniards agreements in this 
field in order to get what we want there, which adds to the complexity. 
If | may go off the record at this point. 

(Discussion off the record.) 


NECESSITY FOR PRESENT APPROPRIATION 


Mr. WiacLeswortn. Is there any assurance in your mind that 
these negotiations will be concluded in time to permit the expenditure 
of any of these funds in the fiscal year 1953? 

Mr. Martin. Well, so far as we can determine now I think it is 
reasonable to expect that they will be concluded in time to permit of 
the obligation of the full $100,000,000, and the expenditure of a very 
large portion of it. 

With respect to the $25 million, not having had that as a formal 
appropriation as yet, we have not gone into the question of what that 
would be spent for, either within the United States Government or 
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with the Spaniards. We have a very specific proposal which we have 
to put to the Spaniards with respect to the expenditure of the $100 
million. 

Mr. WiaeGteswortu. We have been led to understand that time is 
of the essence in this matter. We have had at least one other tragic 
example where money appropriated by the Congress was not in fact 
made available for the purpose for which it was appropriated, and | 
hope that somebody is going to inject some serious effort into this 
picture, so that we can reach an agreement at the earliest possible 
moment, 

Mr. Martin. I certainly agree that to reach an agreement. is 
desirable, and we are doing everything we can to achieve that. 

Mr. Gary. Has there been any criticism on the part of Spain for 
the slowness of the negotiations? 

Mr. Marrin. I prefer to go off the record on the criticism from 
Spain. 

(Discussion off the record.) 

Mr. Marten. Since negotiations have started I think we have had 
no indications from the Spaniards that they feel we are delaying the 
carrving on of the negotiations. 

Mr. WieeLtesworrtu. | am not particularly interested as to what 
the Spaniards feel about the time element. I am speaking from the 
point of view of this country and NATO. 


LOANS MADE BY EXPORT-IMPORT BANK 


I wish somebody would furnish a table showing any similar loans 
that have been made by the Export-Import Bank, including those 
vou have referred to 

Mr. Woop. That can be done, Mr. Wigglesworth. 

(The matter referred to follows: ) 


LoAaNS OF THE Export-IMport BANK TO SPAIN 


Since its inception the Export-Import Bank has made three loans to Spain 
exclusive of loans made from funds advanced by MSA. Two of these loans, 
totaling $13,681,000, were commodity loans made before the war. Both were 
repaid in full. 

At the present time the Export-Import Bank bas, in addition to the MSA loan, 
only one other credit agreement with Spain. This agreement, signed March 12, 
1952, covers a short-term $12,000,000 cotton credit at an interest rate of 2%, 
percent. 

Funds under the $62,500,000 MSA loan (made through Export-Import Bank) 
are obligated and credits are established as individual projects-are approved. As 
of May 31, 1952, 20 such projects, each covered by an individual agreement with 
the Span’sh Government, had been approved. 
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Funds obligated under $62,500,000 MSA loan to Spain hte 31, 1952) 


| | 











> ss Date of | Amount of 
Purpose obligation | credit 

Cotton. -..-- RE Rt ; So ecpaah nis Sn Ee ee a er $5, 000, 000 
Fertilizer. __-._- we aie SSS S Pees iad g Der ORR. oe See. 4 | June 7,1951 | 3, 500, 000 
Tractors, spare parts, “etc. - Ne RS BST en ae June 14, 1951 3, 450, 000 
Equipment for fertilizer plant. __- ROAR: Lond ...-| June 1,1951 | 700, 000 
Wheat___. qe eae ry ‘ adic wate ots ee Me te 7, 250, 000 
Coal as . te June 29, 1951 8, 500, 000 
Railway equipment. re ares ; _.....| Aug. 17,1951 7, 500, 000 
Mining e pens... : ; 5 Ce eee Mar. 28, 1952 200, 000 
Do-- : i May 8, 1952 1, 220, 000 
DO... 4 5 ny Mar. 28, 1952 230, 000 
Do.. : ee ne . 164, 000 

Do ene ...do 1, 425, 000 
Electrical equipme nt. : Aug. 17, 1951 2, 400, 000 
Equipment for fertilizer and steel plants é 6, 000, 000 
Floating power plant. __- ; : nS mes Sept. 6, 1951 728, 000 
Equipment for steam plant pw UL ey. do 973, 000 
Mining equipment-.- ; ie Mar. 27, 1952 1, 500 000 
Do.. . : tices] Mets oy leon 90, 000 
Equipment for power plant. __- : sinless May 16,1952 650, 000 
Electrical equipment See Te : (!) 2, 000, 000 
Oak staves_--_-- : = () 500, 000 
Tin plate _- Apr. 2, 1952 2, 000, 000 
Equipment for power plant and mining equipment | May 16, 1952 1, 706, 000 
Total ‘ ed : a f 52, 686, 000 


! Loan authorized subject to signing of agreement. 


Mr. Woop. Just to summarize, $62,500,000 was made available by 
the legislation in 1950 governing the ECA program and it was pro- 
vided that these loans should be extended in the same way as other 
loans of the ECA, through the Export-Import Bank under the general 
direction of the Administrator, and that is why these figures are in- 
cluded in this presentation before you. 


ALLOCATION FROM TITLE I MILITARY AND DEFENSE AID 


Mr. Gary. I notice in this sheet that has been put in the record 
you have $125 million, and then underneath it in parenthesis, $25 
million, and then the balance is $100 million. 

Mr. Woop. Mr. Murphy. 

Mr. Murrny. The budget, of course, is made up to reflect true 
comparability, and the estimated obligations during the fiscal vear 
1953 for assistance to Spain are $125 million. 

The reason why that parenthetical amount, $25 million, is shown 
on the table is again, referring to the explanation we made earlier in 
the hearings, beeause of the fact that the $25 million in 1953 in the 
Authorization Act is in a separate and special appropriation authoriza- 
tion. It merely says, of the money authorized for military defense 
support in Europe, $25 million will be available only for assistance to 
Spain, and so the actual carry-forward here of the appropriation for 
assistance to Spain is shown as $100 million. That is the reappropria- 
tion, the extension of last year’s appropriation. The $25 million ap- 
pears earlier under the heading of “Defense support and military 
assistance,” but the true estimate of obligations during the fiscal year 
1953 is $125 million. 

Mr. Wiacieswortn. $125 million? 

Mr. Murpny. Yes, sir; which consists af $100 million which will 
be unobligated on June 30 in the special appropriation made for this 
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purpose of 1952, and $25 million which would be necessary only for 
assistance to Spain under of the Authorization Act for the fisc:| 
year 1953. 

Mr. WiaGLeswortH. Why should not the total figure read $125 
million instead of $100 million? 

Mr. Murpuy. Because under this heading only $100 million has 
been appropriated specifically for that purpose. The other $25 
million is a part, an undetermined part at this point, of the military 
assistance appropriation to the defense support appropriation for 
title I, but actually the division, as to how the $25 million would be 
obligated during the fiscal year 1953, for the various reasons which 
Mr. Martin has pointed out has not vet been determined. 

Mr. WiecieswortuH. There is, nevertheless, $125 million available 
for expenditure in the fiscal year 1953, if I understand you? 

Mr. Murpuy. Yes, sir; at least. 

Mr. Wiacieswor7u. Either for economic or military purposes? 

Mr. Murpuy. Yes, sir; that is correct. 

Mr. Woop. That is correct. The $25 million, however, is a part of 
the amounts shown in the justification for military or defense support 
assistance. If we had added this amount to the total request it 
would not be m comformity with the law as passed which states that 
of the amounts appropriated not less than $25 million shall be avail- 
able for Spain. 

Mr. Gary. Are there any further questions? 

Mr. CLtevencer. Mr. Chairman, I have often wondered if, perhaps, 
the State Department appropriation is not the proper place to discuss 
this. 

The preponderant Latin population of the world lives in America 
in South America, Mexico, Central America, and Cuba. 

It has often occurred to me that matters of this kind might be an 
element of some strength to us, and that has been one of the reasons 
why I have supported aid to Spain, that it might not only make us 
stronger in Europe, but a great deal stronger in Latin America if we 
gave some consideration to Spain and Portugal. 

If I remember rightly Brazil and the Portuguese-speaking country 
did furnish troops in the Second World War, and sent them to Europe 
to serve there. I do not think just the North Americans ought to 
have a monopoly on dying. There is a population down there which 
is a great deal greater than ours here in North America that has made 
no blood contribution, to speak of, in these two World Wars. 

It has occurred to me, and-I am net a military man, and only speak 
from a layman's point. of view, that back of the Pyrenees Mountains 
might be a better place and a safer place to accumulate a great mass 
of war material than in Western Europe that is within marching 
distance of the Russians, if all these stories of their great strength be 
true. 

I, for one, have had misgivings that we may have been asleep at 
the switch. I, like Mr. Wigglesworth, think of setting up important 
amounts to go to another section of the world where the will of Con- 
gress was thwarted in not expanding the strength of one of our great 
friendly nations, and where the results have been terrible. I just hope 
we will not make any mistake like that in the case of Spain. She is a 
natural fortress for the accumulation of military supplies, and I should 
like to see her on our side. 
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I know some of the forces that are working against us, and so do all 
of us, and it might, perhaps, not be well to put that on the record, 
forces that work against us on Spanish support and aid, but I think 
if the situation is as serious as we are led to believe it is, and I believe 
like my colleague, Mr. Wigglesworth does, that time is of the essence, 
I think already too much manana on our side has probably been ex- 
pended in Spain, and I hope we will speed it up, and tie the Latin 
world closer in on this great effort that we must make jointly. | 
think from our standpoint that the Latin-American part of it is one 
of the most important parts of the world. 

Mr. Woop. Mr. Clevenger, you will be interested when we do come 
to the Latin-American program. I feel as you do, and there is a plan, 
for which some funds are being asked, to assist the Latin-American 
countries to develop and equip forces which, in the event of hostilities, 
would be able to take over a large part of the hemisphere defense, for 
which we had to send our own troops down to South America in the 
last war. I think we are cognizant of the point of view you express, 
and we will go into that with you. I think the delays and the factors 
you have mentioned are pretty clearly understood now and subject 
to being worked out. I think the military men all agree that Spain 
is important. / 

Mr. CLevencer. I never talked with any that did not have that 
conviction. 

Mr. Woop. I think that is quite true. 


LOCATION OF MILITARY SUPPLIES 


I think, on the other hand, it would not be wise, and I think your 
military men will also testify to this, to consider the Pyrenees as a 
line at which the free world in Europe is to be defended. It would 
be tantamount to announcing that we were not interested in Western 
Europe. 

Mr. CLevENGER. I said that it was a good place for accumulating 
military matériel where it might be safe, and from which it could be 
furnished to the rest of Europe. 

Mr. Gary. But you do not want to accumulate military matériel 
there until you get agreements from the Spanish that you can take 
it out of there when needed. 

Mr. CLevencER. Well, I have yet to be shown where we have made 
any serious attempts to get an agreement with Spain. 

Mr. Woop. That is being done now, Mr. Clevenger. 

Mr. CLeveNGER. Oh, yes; but it is very late. 

Mr. Gary. Well, it is brought about largely because Spain is not 
one of the NATO countries. Those agreements with the other 
countries were worked out largely under NATO, is not that correct? 

Mr. Martin. Yes, sir; that is correct. 

I might add, subject to correction by the Department of Defense 
representatives, that thus far the question of the location of large 
quantities of reserve supplies in Europe has not become an issue. 

Mr. O’Hara. There have not been up until now, any quantities in 
other programs destined for reserve use as such. 

Mr. Gary. You have not been able to stockpile? 

Mr. O’Hara. No, sir. 
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Mr. Crevencer. I might say, because 1 am somewhat concerned 
about it, that when I was. looking at the size of these three annual 
budgets I realized that the incoming President, whoever he may be, 
will have very little to spend for the first 2 years of his term. The 
fact that we do not have now some surplus or stockpile of matériel is 
ot considerable coneern to me. 

We had some testimony Saturday night from quite a prominent 
former military gentleman, testifying as to his convictions about some 
arrangements made in Europe a few years ago, stating that he dis- 
claims havieg any responsibility for them, but to just a humble 
Member of Congress, who is trying to do his duty to his constituents 
and keep his oath to protect his country, it is very confusing. I might 
say to you that it is hard to understand how long some of these things 
are delayed, and how long we dally with them. 


EFFECT OF LIMIT ON DEFENSE EXPENDITURES 


Mr. Gary. What effect is putting a limitation on expenditures in 
the defense budget going to have on stockpiling? 

Mr. O’Hara. Sir, I would like to answer to the best of my ability, 
which is limited to speak as to that. I can only speak from the 
standpoint of the segment of the defense budget in which I have 
responsibility, in that particular area. 

The limitation on expenditures which was proposed by the House 
and is now being considered by the Senate Appropriations Committee 
would have the effect of delaying the rate at which matériel could be 
delivered. 

The limitation on expenditure generally relates to the total amount 
of funds that have been and are now being appropriated for the 
Department of Defense. 

The onus would have to be on material. Military personnel costs 
and maintenance and operations costs are current expenses, and the 
rate of spending for those would continue unless there was an oppor- 
tunity, with security, to reduce the forces that are maintained. The 
rates of pay of the men and cost for their subsistence continue at a 
fairlv level rate. 

The only places major expenditure reductions would be imposed 
would be in the fields of military public-works construction and in the 
proeurement and production of military matériel. 

I should not have said a reduction, Mr. Chairman. It would be a 
lesser increase than was planned with the increasing production base 
that we have been working up to for the last 2 years. 

Mr. WicGLesworru. It is a stretch-out of the program. 

Mr. O'Hara. It isastretch-out and takes more time for the delivery 
of the matériel, Mr. Wigglesworth. 

Mr. Wiceiesworrn. In other words, the matériel would be deliv- 
ered a little later than if the limitation was not in there. 

Mr. O'Hara. That is correct, and your reserves would come as the 
last thing; it would make production-schedule changes and the stock- 
piling of matériel would always be the last thing to come in in a normal 
program. 

Mr. Gary. So that it would delay the building up of any stockpiles 
in Europe or elsewhere? 
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Mr. O’Hara. The building up of United States military force 
stockpiles would be delayed by lessening the expenditures from the 
program that had been planned for the fiscal year 1952, but the build- 
ing up of reserves in Europe—if there were any reserves we were able 
to budget for at this time—would be affected by the rate of Mutual 
Security Act expenditures rather than by the rate of expenditures from 
the military appropriations. 

Mr. Gary. And if a similar provision were put into the mutual 
security bill it would delay the build-up there? 

Mr. O’Hara. That is right; it would have the same effect there. 

Mr. WiaGieswortu. It is similar action to that which has already 
been taken within the Defense organization. It has provided for some 
stretch-out, and this would stretch it out a month, or 2 or 3 months 
further. 

Mr. O’Hara. That is correct, Mr. Wigglesworth. 


P ‘TIVITY AND TECHNIC ASSISTANCE 
RODUCTIVITY AND ECHNICAL ASSISTANCE 


Mr. Gary. Are there any further questions? 

If not, we will consider next the question of productivity and tech- 
nical assistance. 

Mr. Woop. Mr. Chairman, may I ask that Mr. Cleveland testify 
on that subject? 

Mr. Gary. In that connection we will insert pages 73, 74, and 75 of 
the justifications in the record at this point. 

(The matter referred to follows: ) 


Comparative obligations by field of activity 


Actual, Estimated, | Illustrative, 
Field of activity fiscal year fiseal year fiscal year 
951 1952 1953 
Industrial production and labor relations : $7, 751, 780 $7, 550, 000 $7, 500, 000 
Industrial productivity tools 2.000, 000 () 
Agricultural production 2, 031, 752 2, 300, 000 2, 000, 000 
Improvement of distribution and encouragement of competi- 
tive enterprise __ be 2 406, S18 280, 000 500, 000 
Improvement of transportation and communieations 649, 565 655, 500 650, 000 
Government administration and finance - -- 780, 194 750, 000 600, 000 
Development of overseas territories _- 632, 688 200, 000 1, 500, 000 
Tourism 31, 620 
Operation costs : ‘ 1, 048, 878 2, 320, 000 3 2, 750, 000 
Total. i i 13, 333, 295 16, 055, 500 15, 500, 000 


To be financed from country aid funds. 
? The major portion of these obligations was for marketing projects which have been discontinued. 
Includes funds for additional engineers, labor specialists, and other employees hired to spearhead the 
productivity drive overseas, Approximately 200 such Americans will be needed in Europe at an annual 
rate of $1,500,000. These people are being recruited in fiscal year 1952. 


Propuctiviry AND TECHNICAL ASSISTANCE PROGRAM 


The Western European countries have long recognized that they must raise their 
industrial and agricultural productivity. With the rearmament program this need 
has become even more pressing. The Organization for European Economic 
Cooperation countries recently resolved to raise productivity by 5 percent a year 
over the next 5 years. An important means to achieve this goal is a concerted 
productivity drive. The purpose of Mutual Security Agency’s productivity and 
technical assistance program is to assist the Western Europeans in this effort. 

A high produetivity rate is a compound of many factors: Besides equipment it 
requires a large market, vigorous and well-trained management, and, above all, 
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good management-labor relations which give the worker an incentive to raise pro- 
duction because he knows that he will get a fair share of the increased output. 
Western Europe has been lagging behind in all the factors that make for a high 
productivity rate. As a result, productivity over the last 50 vears has risen at 
an average of 1 or 2 percent per year in Europe as against 3 percent per year in 
the United States. Productivity per man-hour in the United States is now esti- 
mated to be about three to four times higher than in Europe. 

In recognition of the varying stages of industrialization among the Western 
European countries, Mutual Security Agency will concentrate primary attention 
under the industrial productivity drive in six principal countries: Austria, Bel- 
gium, France, the Federal Republic of Germany, Italy, and the Netherlands. 
Special intensive programs are being developed for each of these countries, 
adapted to local industrial and commercial customs, designed to (1) stimulate 
productivity, (2) improve marketing and distribution practices, (3) reduce restric- 
tive and monopolistic trade practices, (4) improve the status of the worker both 
as to conditions of employment and earnings, (5) offer the consumer a wide choice 
of goods at lower prices, and (6) sharpen public attention on the necessity for 
obtaining higher produetivity and increased total production. With respect to 
the United Kingdom, the type of program begun by the Anglo-American Council! 
on Productivity will be continued with a few modifications. 

The objectives of the agricultural production program include: Improvements 
in land utilization and management, organization of extension services, seed im- 
provement, and feed and livestock improvement. With respect to the dependent 
overseas territories, emphasis will be on increased agricultural production, im- 
provements in public health, and greater utilization of basic resources. 

In implementing the program, Mutual Security Ageney will encourage each 
European country to (a) develop a strong productivity agency comprising busi- 
ness, labor, management, and agricultural representatives: (b) provide adequate 
local currency for the program to include funds for information, education and 
training, expert assistance to individual firms, and credit under reasonable terms 
for productivity improvement; and (c) adopt necessary legislation to remove 
obstacles to high productivity. 

The program next fiscal year will include sending to Europe about 200 American 
engineers, labor specialists, and other employees to spearhead the productivity 
drive and some 500 United States experts to work on specific industrial and agri- 
cultural problems. Furthermore, about 3,000 Europeans with responsible posi- 
tions in industry, agriculture, labor, and government will come to the United 
States to study United States methods first hand, and some 1,000 younger Euro- 
peans with leadership potential will be brought for in-plant training, study, and 
observation. To be furnished also are visual aids, special analyses of United 
States experience, industrial films, periodicals, ete. 

A total of $15.5 million is programed for this purpose. In addition, it is 
intended to expend $10.4 million equivalent in local currency from the United 
States (10 percent) portion of counterpart funds. Technical assistance projects 
are joint undertakings of the Western European countries and the Mutual Security 
Agency. It is estimated that the Europeans must expend between $30 and 
$40 million equivalent in local currency to obtain the services available under 
the program. Furthermore, the European countries will make substantial 
amounts of local currency available to support productivity agencies, provide 
loans for productivity improvement, and to generally support the productivity 
drive. 

Notre.—Experience shows that relatively small amounts of supplementary 
equipment, such as power hand tools, materials-handling equipment, etc., fre- 
quently enable European firms to obtain major increases in productivity. Often 
these productivity tools are obtainable only in the United States. To make it 
possible for European firms to obtain dollar financing for such tools and to demon- 
strate the comparative ease with which an aggressive firm can raise its produc- 
tivity, Mutual Security Agency will earmark limited funds (not more than $20 
million) from general defense support funds next fiscal year for the specific 
purpose of financing the imports of such auxiliary equipment. 


Mr. WicGiesworrn. Off the record. 

(Discussion off the record.) 

Mr. Gary. Go ahead, Mr. Cleveland. 

Mr. Cievetann. Mr. Chairman, the material on pages 73, 74, and 
75 which has been inserted in the record contains a pretty full state 
ment of the purposes of this program. 
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The program involves the use of technical assistance and certain 
other techniques in Europe for the purpose of assisting Europeans in 
achieving the kind of expanding and growing economy that is going 
to be necessary if their various objectives, including the defense ob- 
jectives which we were talking about during the last week, are really 
going to be achieved. 

You will remember in the course of the discussions on defense sup- 
port and military assistance there has beea constant reference to the 
need for an expanding economy ia Europe, an increase in Europe’s 
gross national product, if the expanding defense program is really to 
be supported, and if the European economic base for defense activi- 
ties is to grow in strength rapidly enough. 

This concept of an expanding economy in Europe grows out of the 
relationship between the United States and Europe and a good deal 
of cross contact during the years since the war. It is increasingly 
recognized in Europe as necessary also to any kind of long-term solu- 
tion of Europe’s double problem of achieving an adequate defense 
posture and also achieving solvency in its trade and payments rela- 
tions with the rest of the world. 


PURPOSE OF PROGRAM 


The purpose of this program, which operates in the industrial and 
also in some other fields, is primarily to assist the Europeans in 
modifying their practices and techniques and attitudes so that they 
can become more efficient. as producers of goods and services in 
Europe. 

The most important part of it as far as money is concerned, is in 
the field of industrial production and labor relations. Here the pri- 
mary purposes are first, to stimulate productivity, that is, to increase 
the amount that the individual worker is able to produce in an hour, 
a day or a year; second, to improve marketing and distribution prac 
tices, to help eliminate restrictive business and trade arrangements 
which inhibit an increase in productivity; third, to help assist manu- 
facturers and business groups to do the kind of thing that has been 
done in this country, that is to say, to enable the workers to share in 
the benefits of each increase in the productivity of their own labor; 
and, finally, to focus public attention through this program on the 
necessity for constantly increasing the rate of productivity and in- 
creasing the total output in Europe. 

These purposes are promoted by two main techniques. One is to 
bring to this country European representatives of management and 
labor, and to some extent of government—people who are concerned 
with the process of industrial production, and who can learn from 
sitting down with their opposite numbers in this country, going 
through plants in this country and thereby getting some idea of how 
an increase in productivity can be achieved by techniques that have 
been developed in the United States, including, for example, the ways 
of putting more horsepower behind each man. 

It is estimated that under this program about 3,000 Europeans 
would be brought to the United States during the fiscal year 1953. 
hese would be senior, aluit people. In addition, about 1,000 work- 
study trainees, voung workers from Europe, who are selected for their 
qualities of potential leadership, would be brought to the United 
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States, to work for a period of 6 months or so in the factories and plants 
in this country and also to do some studying in their own particular 
fields, so that they can get a real taste of American working habits, 
processes, and techniques for production. 

The other primary technique for promoting this program is the 
sending to Europe of technicians from the United States, people who 
can assist in foundry work, in coal mining, and in every field of in- 
dustry in which we have something to contribute as an industrial 
nation. It is estimated that in the course of this next year, 500 
technicians would be sent to Europe under this program. 

The figures | have given apply not only to the industrial side, but 
the other functions as well, but most of them, of course, are in th« 
industrial field. 

Another aspect of the industrial part of this program is the use of 
regular program funds to assist in covering the dollar requirements, 
on a small scale, associated with efforts to increase productivity. 
Thus productive tools would be made available to maufacturers who 
are anxious to increase their output and the productivity of their 
labor. 

FINANCING OF PROGRAM 


Mr. Gary. You have $2 million for that in 1952. 

Mr. CLEVELAND. Yes, sir; $2 million in 1952. 

Mr. Gary. Then, vou are going to finance that from country-aid 
funds? 

Mr. CLEVELAND. Yes, sir; from country-aid funds. 

Mr. Gary. What funds? 

Mr. CLevetanp. That is to say, from the regular funds available, 
for example, to France. The MSA-financed portion of France’s total 
import program would probably include a small amount of special 
tools for manufacturers participating in this productivity program. 


ALLOCATIONS TO COUNTRIES 


Mr. Gary. How much do you expect to use for those countries? 

Mr. CLEVELAND. An estimate has been made of $20 million, but 
it is a little difficult to know at this time what it will be until the 
program is further developed in each country, because this will grow 
directly out of the technical assistance work. 

For example: a technical man goes into a plant in France and finds 
that with some shifting of the machines, and with some additional! 
machine tools, it would be possible to double the output of the plant. 
The manufacturer will probably be able to lav his hands on the neces- 
sary franes to buy the additional machine tools. But almost cer- 
tainly he would not have the dollars to buy them in the United States. 
He would, therefore, have to go to his Government, so his Government 
would have to find the dollars. The idea is to assist and encourage 
this process by using a small margin of the aid program to cover this 
kind of dollar need. 

Mr. Gary. Would that be limited to war industrial production or 
defense production? 

Mr. CLevetaNp. No; it would not. It would apply to any kind of 
production that assists in getting total output up in Europe. 

The defense effort, as vou know, depends on a good deal more than 
just the production of military equipment, and this fact has been the 
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basis of this whole defense support program as we have discussed it here, 
What we would like to do is help increase total production, and it 
might be just as important to give this help in the case of textiles and 
shoes for export to earn the dollars to buy the things that France 
needs, as it is to put it into an ammunition factory. 

However, I should add that this program before you does include 
a segment for assistance to military plants operating on defense 
orders, Whereby they can improve their productivity and lower their 
prices by the adoption of more modern techniques and raising their 
industrial productivity. 

This technical assistance will also be made available to them, and 
it is already being made available to them in some instances, for 
strictly military production, but it is not limited to that. 


IMPROVEMENT OF DISTRIBUTION AND ENCOURAGEMENT OF COMPETITIVE 
ENTERPRISE 


Mr. Gray. Now, you plan a very substantial step-up in that item, 
and I notice in addition on the improvement of distribution and 
encouragement of competitive enterprise you have a step-up there 
from $280,000 in 1952 to $500,000 in 1953. What is that for? 

Mr. CLEVELAND. The specific components of that, Mr. Oshins, who 
is the Acting Director of the Productivity and Technical Assistance 
Division, can give you if you would like to have them. 

Mr. Osuins. There was a special amendment, supplemental legisla- 
tion introduced by Representative Javits and by Senators Moody and 
Douglas and others in the Senate, providing for special activities to 
encourage competitive enterprise and the development of productivity, 
and this is the particular part of our program that deals with projects 
that are lekeially in that field. All of the projects are more or less 
directly related, but these are particular projects in that field, and in 
keeping with that we are trying to tie up that range of projects, and 
that is the reason the amount has risen somewhat. 

Mr. WIGGLEswortTH. You mean competitive with Uncle Sam? 

Mr. CLeveLanp. No, sir. We think that it makes good customers 
for Uncle Sam. 


DEVELOPMENT OF OVERSEAS TERRITORIES 


Mr. Gary. Now, on your development of overseas territories, you 
have a step-up there from $200,000 to $1,500,000. What is that for? 

Mr. CLEVELAND. Mr. Chairman, the overseas territories program 
consists primarily of those activities designed to assist in developing 
and bringing out of the colonies—particularly the colonies in Africa— 
strategic and basic materials required for the general defense effort 
of the free world. 

In addition to that, the overseas territories program will include 
some activities associated quite directly with the military effort. 

(Discussion off the record.) 

One other point that I might mention, Mr. Chairman, is the agri- 
cultural side. We tend to think of European productivity in terms 
only of industry. Technical assistance in agriculture can be equally 
important, as it has been, for example, in Turkey, in solving problems 
which constitute a limitation on the military effort—solving them by 
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increases in agricultural output. I do not know if any of you know 
Elmer Starch, who used to be secretary of the Great Plains Counc! 
and who is now the leader of a group of agricultural county agents 
and specialists for our mission in Turkey and who along with the 
mission agricultural officer has accomplished something of a miracle in 
increasing production. Through very vigorous application by the 
Turks of advice that they got from these United States agricultural 
people the Turks have been able to increase their total grain pro- 
duction by tremendous amounts, by something like 3 million tons 
between 1950 and 1951. 

I think that is all I need say, Mr. Chairman, of a general character 


USE OF COUNTERPART 


Mr. Gary. On page 75 it is estimated that $10,400,000 from the 
United States portion of counterpart funds will be spent in the fiscal 
vear 1953 for this program; is that correct? 

Mr. CLEVELAND. That is correct, sir. 

Mr. Gary. How much will be spend this year, because the year is 
not over yet? 

Mr. Osuins. About $2,000,000 will be obligated this fiscal year. 

Mr. Gary. You are therefore stepping up this program very 
materially during the next vear? 

Mr. Osuins. Yes; particularly on the European end. 


PERSONNEL 


Mr. Gary. How many people are engaged in this program? Can 
you give us a table showing the number of persons engaged in the 
program and the classifications for 1951, 1952, and 1953? 

Mr. CLeveLanp. All the technicians, people visiting here and 
technicians going to Europe? 

Mr. Gary. Yes. It will be an estimate for 1953. 

Mr. CLeveLanp. We will submit that for the record. 

Mr. Osurns. Do you mean the staff that is servicing the program, 
r do you want to count the Europeans that actually come over here? 
Mr. Gary. We will want them all. Classify the staff and the 
technicians separately. Give us a table showing the number of per- 
sons engaged in the entire program for the fiscal years 1951, 1952, 
and 1953, with a breakdown of the classifications so as to show in 
general the activities in which they are engaged. 

(The matter referred to follows: ) 
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PRODUCTIVITY AND TECHNICAL ASSISTANCE ACTIVITIES 


Classification of MSA personnel and program participants 





























et ee | 
| Fiscal year 1951 | Fiscal year 1952 | Fiscal year 1953 
EP Ee SES a Sere cle) EXER owen eee ce Se oe eee 
| | | 
| | Euro- | Coun- Euro- | Coun- | | Euro- | Coun- 
| United | pean try United} pean try | United] pean try 
States | head- | mis- States | head- mis- is States | head- mis- 
{quarters | sions quarters sions | lauarters| sions 
} } | ! 
waiaaate A Oe acitis UEC JR Sa? PAE: seas | ined Dire 
I. MUTUALSECURITY AGENCY | | | 
EMPLOYEES (IN MAN-YEARS) | | | 
| | | } | 
A. Administrative posi- | 
tions (Productivity | | | } | 
and Technical Assist- | 
ance Division) -.-----.- 20 | 10 | 4 | 17 6 |- | 17 | 10 
B. Program positions: | } | | 
1. Project managers, | | | 
technicians, and | | | | | } 
aides (Productivity | | | | 
and Technical As- | | | } } 
sistance Division): | | | | 
(a) United States | | | 
operations __._-- 64 | By cues 98 |... Pte ah 103 |_- | 
(6) Overseas opera- | | | } | 
tions -_- .- 14 |-- 160 22 | 12 | 160 25 | 18 | 162 
2. Program and project | | | | } } 
services: | | | | | | 
(a) pe wach _ | | | | | 
‘echni s- | | | 
sistance Division! 23 | es te as 32| 75 | 40 | 49 | 111 
(6) Food and Agri- | | | } | 
culture Division. | Sener ere Rs ee ED | ie iccexelon 
(c) — of Informa- | - | : | | 
5 ie cee iia ‘ yy Cen eee - | ae | 
(d) Office of Labor | | | | | | 
Advisers_...-.--| ll Ss -s2--]---+-+-- | og eae |------+~ 14 |--- bliss = 
|_| —— —--| | |} ——— | —_——] —}—_—_—— 
| a mS 10; 164] 202 50 | 235 | 214 | 77 | 273 
Il. FOREIGN EMBASSY EM- | | | | | 
PLOYEES (IN MAN-YEARS) | | | | | | 
| } | | 
Technical assistance team | | | 
interpreters and secre- | | | | H | 
taries in United States----| 65 een ee | Yd VE HEEEANE - } of be eeany es FER 




















Fiseal year Fisea]l year | Fiscal year 
1951 | 1952 1953 
| | 
Il. AMERICAN TECHNICIANS SENT ABROAD (NUMBER OF | 
TECHNICIANS) 
Industrial production and labor relations. - - 191 207 | 262 
Improvement of distribution and encourage ment of competi- eis 
tive enterprise _ _ _ - SSeS - 9 ie 3l 36 42 
Agricultural production... - peak aScasteret 93 | 99 | 91 
Government administration and finance. 5 Ses oneeal 93 | 59 42 
Economic development of DOT’s ------| 15 13 | 30 
Improvement of transportation and communications i BS 62 | 36 | 33 
— oT cs ee 
| SRR Ses ee eee Pa A te ioninal 485 | 450 | 500 
IV. FOREIGN TECHNICAL ASSISTANCE PARTICIPANTS SENT TO | | 
UNITED STATES (NUMBER OF PARTICIPANTS) | | j 
| es weet 
Industrial production and labor relations. - - - 1, 613 2,717 1, 938 


Improvement of distribution and encouragement of competi- 





tive enterprise - 86 32 
Agricultural production 1, 078 639 
Government administration and finance. 72 a3 
Economie development of DOT's 43 48 
Improvement of transportation and communications 216 150 

Total... aieal MOE ee te ie cee ve) io, as 4,312 | 3, 000 


V. EUROPEAN INDUSTRIAL WORK-STUDY TRAINEES SENT TO | 
’ UNITED STATES 
Number of trainees_....__.__._.__.-. pe bts gbpre stein Beak de | 500 | 1, 000 
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SEPARATION OF FUND 


Mr. WicGieswortuH. I do not understand why this activity is 
segregated. ; 

Mr. CiLEeveLAND. The primary reason, Mr. Wigglesworth, is that 
it is administered separately from the country aid funds within the 
MSA organization. This has historically been so throughout the 
period of the Marshall pian. 

Mr. WieGLeswortH. Now, this is essentially MSA’s point 4 pro- 
gram, is it not? 

Mr. CLEVELAND. ‘This is not a point 4 program in any of the current 
senses of that term. 

Mr. Wiee.LeswortH. Why not? 

Mr. CLEvEeLAND. Because the point 4 concept had reference partic- 
ularly to underdeveloped areas. 

Mr. WiGcGLeswortH. My concept of point 4 as originally planned 
was giving a helping hand to the other fellow, where we have more 
know-how than he has, and helping him to improve his production 
and standard of living. I admit that it is going beyond that now, but 
that was my fundamental conception of it. That is what you are 
trying to do here is it not? 

Mr. CLeve.anp. I think on that definition, Mr. Wigglesworth, that 
is certainly an accurate description of what we are doing in Europe. 

However, the point 4 program has been associated with the Act for 
International Development, and in particular associated with assist- 
ance to underdeveloped areas, and that is why we make a distinction 
in terminology. 

Mr. Wiaciesworta. I do not know what you mean by “under- 
developed.” If these countries were developed as you think they 
ought to be, this activity on our part would be unnecessary. It is 
a question of degree, is it not? 

Mr. CLEVELAND. Yes, a question of degree. 

Mr. Gary. Mr. Wigglesworth, you mentioned these funds being 
segregated. I call your attention to the fact that they do appear in 
the table on page 13, which shows the over-all program for Europe 
under title I. 

They also appear in the table on page 31 of the justifications under 
defense support for title I in Europe. 

Mr. WicGcLeswortH. In what countries does MSA conduct its 
activities? 

Mr. CLevELAND. The activity is conducted to some extent in every 
country that has been discussed previously as a recipient of assistance. 
The primary push on the industrial productivity program is in Austria, 
Belgium, France, Germany, and Italy.° 

In the United Kingdom, as you know, there is an Anglo-American 
Council of Productivity, which sponsors this kind of activity. 


LIMIT OF OPERATIONS 


Mr. WiaGLeswortna. I want a word on the extent of your opera- 
tions. In what countries do you carry on this technical assistance? 
Is it in all the ECA countries? 

Mr. CLeveLanp. For this particular activity, on the European side, 
it is all of the ECA countries in Europe; yes. 
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Mr. WicGLEeswortH. You say ‘on the European side.”” Do you 
act in any country that is not an ECA country in this field? 

Mr. CLEVELAND. No, sir. 

We will be coming in the course of these hearings to the discussion 
of the far eastern countries in which MSA also has programs of a 
rather different character because they are in underdeveloped coun- 
tries. There is also technical assistance, a very heavy dose of 
technical assistance, in those countries. But this program we are now 
discussing is limited to title I countries. 

Mr. Wiaa_eswortH. What I am trying to get clear, and I want to 
get it clear before I get through, is the picture of this technical assist- 
ance in whatever form it comes. I know MSA carries on technical 
assistance. I know the State Department is carrying on what they 
call point 4 assistance, which to my mind is substantially the same 
thing. I know there is a multilateral program through the United 
Nations. As far as this $15,500,000 is concerned, is it to be made 
available only in ECA countries? 

Mr. CLEVELAND. Yes. 

Mr. Gary. Only to the title I countries? 

Mr. Woop. Only ECA countries in title I. 

Mr. Gary. The countries that receive aid under title I of the 
program? 

Mr. Woop. They and their overseas dependencies. 

Mr. Wiaaueswortn. Is it to be applied to each and every one of 
those countries, or only certain selected ones? 

Mr. CLEVELAND. It is to be applied primarily 

Mr. WiaGLeswortH. Cannot you answer that question ‘Yes’ 
“No,” Mr. Cleveland? 

Mr. CLEVELAND. It is to be applied in every country. 

Mr. WiacieswortH. Every ECA country? 

Mr. CLEVELAND. To some extent in every country receiving aid 
under MSA. 

Mr. Wiaa@uteswortu. Is there any point 4 assistance in any of 
those countries? 

Mr. CLEVELAND. No, sir. 

Mr. Wiaeteswortn. Is there any multilateral assistance? 

Mr. Cievetanp. I think there is. 





b 


or 


COUNTRIES TO RECEIVE AID 


Mr. WiaeieswortuH. Will you furnish a table for the record which 
shows in what countries you are going to put the $15,500,000, and how 
much ip each, and what, if any multilateral assistance is being received 
in each one of those countries? 

Mr. CLEVELAND. Yes; we will make an estimate. 

Mr. Wiae.Leswortn. I would like to be able to have a table that 
will show that. 

Mr. CLEVELAND. Yes. 

(The matter referred to follows:) 
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PRopucTIVITY AND TECHNICAL ASSISTANCE 


Mutual Security Agency and United Nations Organization estimated dollar 
requirements by country, fiscal year 1953 


fT] | ' “5 
1} 








Country | MSA | UNO || Country M8A_ | UNC 
| | 

ee eee 205,000 | () fy Is wa ch nnaee ncn | 150,000 | (‘) 
I) Sok chic hae 280,000 |......-- A MAES SCs roe ; 1,215,000; () 
1 ee 235,000 |...-.... |} United Kingdom.--..__._.._-| 835,000 |...... 
Peamee........... _.| 1,860,000 | _. || Yugoslavia. | 323,000 | (!) 
ae es 930,000 |......-- OEEC....... Lshcnunesiceseh ee a: 
Ree sep es 1,740,000 |  () PTAD operations............| 2,750,000 |...__. 
ES ere Soon 1,405,000 | (!) } — ,--__—- 
Netherlands... __..----- 730,000 |... . Totel_.:.-. _..--.--| 15, 500,000 | 
| ERE EES O62, G00 |... ..... | 


1 Specialized Agencies of the U. N. gave technical assistance to these countries in the fiscal year 1952. 
U.N. budget estimates for the fiscal year 1953 are not classified by country. It is estimated, however, that 
$1,226,000 will be spent for technical assistance in the European area in fiscal year 1953. 


AVAILABILITY AND USE OF COUNTERPART 


Mr. WiaGLeswortnH. When you say it is estimated that Europeans 
must spend between $30 million and $40 million equivalent in local 
currency to obtain services available under this program, that, I take 
it, is over and above the counterpart funds, or is that in part counter- 
part funds? 

Mr. CieveLanp. To some extent it comes from the counterpart 
funds. 

Mr. WiaGLeswortu. To what extent? 

Mr. CLtevevtanpn. To the extent indicated in that same paragraph. 

Mr. WiaGieswortnH. You mean the $30,000,000 and the 
$40,000,000 is all counterpart? 

Mr. Cuevetanp. It would not all be counterpart. 

Mr. Wigeiesworrn. In addition to the $15,500,000 that is going 
in here, how much will be contributed by counterpart funds and how 
much by local expenditure by Western European countries over and 
above counterpart funds? 

Mr. CLevetanp. The estimate, as it stands at present, for the 
fiscal year 1953 is as follows: 

The total amount of local currency, expressed in dollar equivalents 
for this program, would be $66,000,000, of which about $16,700,000 
would come from the European counterpart funds—that is, the 90 
percent counterpart as it now will be—and $3.3 million for produc- 
tivity information and training materials out of the 10 percent counter- 
part funds; that is, the United States portion. 

Mr. WiecLeswortn. Off the record. 

(Discussion off the record.) 

Mr. WicGiteswortn. I understand it is estimated in addition to 
the $15,500,000 that vou are proposing to spend for this purpose, you 
estimate that $3,000,000 or thereabouts will be available from United 
States counterpart funds; $16,000,000 from European counterpart 
funds, and about $32,000,000 from other European sources? 

Mr. CLeveLanpn. Off the record. 

(Discussion off the record.) 

Mr. CLevetannp. The remainder would be $46,000,000 out of 
the $66,000,000. Most of that $46,000,000 remainder will take the 
form of special loan funds which will be available for lending to 
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entrepreneurs, to manufacturers who want to increase their production 
through the application of this technical assistance, and who will need 
the special credits to buy additional machinery, or to make other shifts 
in their practices that are recommended by technical assistance 
experts. 

EXCHANGE-OF-PERSONS PROGRAM 


Mr. WiaGLeswortnH. Looking at page 73, do I understand that 
$7,500,000 is all for the exchange of persons? 

Mr. CLevevanpb. That is largely true, sir. 

Mr. WieeLtesworrnu. You told us that there would be 4,000 coming 
this way and 500 going the other way? 

Mr. CLevetann. Yes. There is a component in. the $7,500,000 
also of productive aids like technical information and special training 
films, and that kind of thing. This is not all personal services. 

Mr. WicGLesworrn. How much do you figure it costs per exchangee? 

Mr. CLEVELAND. For the people who come to this country on teams, 
the average cost per person is $1,600. 

Mr. WigG@LeswortH. And how long do they stay here? 

Mr. CLEVELAND. It varies a good deal. 

Mr. WieGLeswortH. What is the average? 

Mr. CLEVELAND. The average is about 8 to 12 weeks. 

Mr. WieateswortH. What does that cover? 

Mr. Osuins. The country takes care of the cost to deliver them to 
the port in the United States and to take them from the ports. These 
are just the expenditures while they are in the United States and it is 
made up of the per diem which is geared to the place they are staying 
and it is anywhere from $6 to $12 a day for just eating and sleeping and 
travel in the United States. 


PER DIEM 


Mr. WiaGtesworrH. What is the per diem? 

Mr. Osurns. It ranges from $6 to $12 a day. 

Mr. Wiceieswortu. Why should it range? 

Mr. Osurns. If they are fixed in one place; if they are on a uni- 
versity campus for 2 or 3 months or 6 months we will hold it down to 
$6 a day because we figure they can live on that. If they are in travel 
status going from New York to Chicago or Dallas or elsewhere we 
arrange it at $12 because that is the estimate for the cost of living 
for them. 

Mr. WiaGLtesworrn. What is this $2,000,000 for agricultural pro- 
duction? Is that also for the exchange of persons? 

Mr. CieveLanp. That is also for the exchange of persons. 

Mr. Wiaaiusworrn. And is of the same order of expenditure per 
person? 

Mr. Ciuvevanp. Yes. The average of $1,600 includes both the 
agricultural people and the industrial people. 

Mr. WieaLteswortrn. And is the next item exchange of persons, 
too; that is, distribution? 

Mr. Osuins. Primarily, ves. 

Mr. Wiaatusworru. Is transportation the same thing? 

Mr. Osurns. Yes. 
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CUMULATIVE SUMMARY OF EXCHANGE PERSONS 





Mr. WiceLtesworru. I wonder if anybody here knows how many 
people we are bringing into this country for purposes of this kind each, 
year, and how many people we are taking He for purposes of this 
<ind each year. 

I have never seen any comprehensive statement, but the same 
type of item seems to come before the committee from numerous 
sources. 

Does anyone here have any idea about that? Mr. Martin, could 
you obtain an over-all table that would give us a picture of that. 

Mr. Martin. I do not know, but we certainly will try to see if that 
information can be secured. 

Mr. WiaGLeswortH. Somebody must have it, or you ought to have 
it. 

Mr. CLevetanp. There was a compilation made—I do not know 
whether it covers the range of your question—for Mr. Vorys of the 
House Foreign Affairs Committee. 

Mr. Woop. I think it is in the record of that testimony. 

Mr. WiGGLeswortn. On this bill? 

Mr. CLevetanp. Yes. He asked for substantially the same infor- 
mation and a compilation was prepared. I do not know that it shows 
the number of people, but we can look that up and supplement it to 
the extent that may be necessary to cover your question. 

(The matter referred to follows:) 
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Technicians | Leaders and 
and experts |trainees (com- 

(going ing to United 

abroad) States) 

DL ES DE SAT CNT CN RET MES Oe 500 4, 000 
ce 2 Ri oh EE: SET FE RESETS SEE SR 67 NS | 873 647 
ck REE NR lpr. onl ta 5 Retreg acter erase lies tie limabe pe | 879 702 
pa SL 1 SS, a Ue ea ors a eyo eee mee eee eee 497 428 
UO CRNNS 0 cise oa cans cnn k Lee eee oh ok coe i ockd nck bh bwkaedie 1,009 605 
TR tas ccniieticta stati pia be tc ak mite be mbcetella incteaia’s Gun ted acalbdltiées di cmnisee | 3, 758 6, 382 





Mr. Wiaeteswortu. What is the difference betweea governmen- 
tal administration and finance and operational costs? 

Mr. CLeveELAND. Governmental administration and finance is one 
of the technical fields in which people are sent abroad. 

Mr. Wiee.teswortn. That is included in the exchange program? 

Mr. CLEVELAND. It is a part of the exchange program—tax ex- 
perts and that sort of thiag. 

Mr. Wiaeteswortrnu. What are you going to do in the development 
of overseas territories? Do you have specific projects? I see that 
we spent about $600,000 in the fiscal year 1951; it was only $200,000 
in 1952, and now you want to build it up to $1,500,000. 


CHANGE IN APPROPRIATION CHARGES 


Mr. Cieveianp. Part of this, Mr. Wigglesworth, is a difference in 
definition. A good deal of the technical assistance activity in over- 
seas territories in the past was not charged to this particular item in 
the appropriation, but came with the strategic materials and other 
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special programs being carried on in these territories; in other words, 
you would program the technical assistance and equipment support 
as part of the same basic materials project. 

It is proposed next year to charge to this technical assistance appro- 
priation most of technical assistance to the overseas territories, and 
that is part of the reason for the increase. The other reason is that an 
expanded program is necessary to the development of basic materials, 
to backing up their military installations, to get more food produced in 
places where the workers have to be, and for similar purposes. 

Mr. WiacLeswortH. How many overseas territories does that 
represent? 

Mr. CLevetanp. How many individual territories? 

Mr. WicGLeswortH. That we are going to operate in, yes. How 
many do we plan to operate in with this $1,500,000? 

Mr. CLeveLanpb. Well, substantially all the territories in Africa 
and several in the Far East. 

Mr. Wiaeiesworrn. Is it advisory work, also? 

Mr. Cievetanp. This is advisory technical assistance work, 

Mr. WieeteswortH. How many people do you have in that 
particular end of it? 

Mr. CLEvELAND. I do not know. I am not even sure that an esti- 
mate has yet been made. 


BASIS FOR ESTIMATE 


Mr. WiccieswortnH. How did you figure the $1,500,000? It must 
have been based on something. You did not just pick it out of the 
air, did you? 

Mr. CLEvELAND. This is a rough estimate based on what will prob- 
ably be done in the next year in the territories, but the program for 
the territories has to some extent a new focus for next year. 

Mr. Wiaeieswortn. I do not know about focus, but I would like 
to know about facts, if I could get them. I would like to get some 
idea of what you are doing there and how many people you intend to 
employ doing it. 

Mr. CLeveELAND. As you can see from this year, the amount of 
activity during the current fiscal year is relatively small. 

Mr. WiaGcLeswortu. I see that, and that is why I want to know 
about the $1,500,000. No one has given me any specific information 
as yet. 

Mr. Osurns. I think there will be separate testimony on the over- 
seas territories program as a whole. It enters into our technical- 
assistance budget as an item, but it is tied more closely to an over-all 
development and strategic-materials program in those territories. 
As far as the personnel is concerned 

Mr. Wiacieswortu. What is the $1,500,000 for? 

Mr. Osutns. That is the expense of projects in those territories as 
the project lists are shown now being developed. 

Mr. Gary. What territories? 

Mr. Osurns. The African territories? 

Mr. CLevELAND. There is a whole list that includes 

Mr. Wiaeiteswortn. Can you not submit a list of the projects 
and the cost for each, and the people employed on each, showing how 
you arrive at this figure, for the record, so that we will know what it 
is all about? 
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Mr. CLevELAND. We will submit an indication of how this figure 
was arrived at. That does not consist of specific projects, all of 
which had been requested, processed, and reviewed at this time, be- 
cause this activity is an activity that will take place after the funds 
are available rather than before. 

(The matter referred to follows: ) 


Murua Security AGENCY 


Technical assistance program in dependent overseas territories (of United Kingdom, 
France, Belgium, Portugal, the Netherlands, and Italy), estimates for fiscal yea: 
1953 

1. TYPE OF ASSISTANCE 

A. Agriculture. _- ee ee ee ae eee ee Rees a a __.. $500, 000 

Soil analysis 

Timber surveys 

Soil erosion 

Crop improvements 

Animal husbandry 

. Plant, insect, and disease control 

. Plant breeding and research 

8. Land irrigation and reclamation 
9. Ground-water development 
10. Agricultural extension activities 
iS. ADGUOIIAL, og eB Be ae eRe peor Reaper 300, 000 
1. Mineral and geological surveys 
2. Railroad transportation and port-development surveys 
3. Hydroelectric power 
4. Highway construction and maintenance 
5. Mining techniques 
6. Commodity and food-processing techniques 
7. Telecommunications 
C. Economic defense support development. -_-_.....--.-----.--.---- 160, 000 
1. Health (malaria control, ete.) 
2. Housing (workers’ homes, municipal planning, ete.) 
3. Worker-training programs 
4. Sanitation and drinking water (sewage svstems, etc.) 
D, Equipment required for above projects_.__...------------------ 540, 000 
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II. NUMBER OF PARTICIPANTS 


American experts sent abroad___.__-_ ~~. ee eapcimtls Mey Neat ene tee 30 
DOT personne? sent to the United States... 2... -..............- 48 

Mr. Wiceiteswortnu. | think you said 500 Americans are going to 
Europe under this program. Is that not right? 

Mr. CLEVELAND. Yes. 

Mr. Osuins. That includes the Americans going to the dependent 
territories. 

AMERICAN PERSONNEL 


Mr. WicGLeswortn. In the operation costs you say approximately 
200 Americans will be needed at an annual rate of $1,500,000. What 
are these 200 Americans doing? 

Mr. Osutins. The way this program operates—— 

Mr. Wice.tesworrtu. Are they to look after the 500 after they get 
there? 

Mr. Osuins. A few of them are, sir, but the way we operate the 
program, we have a small permanent group of engineers and so on of 
various skills in each country mission, a somewhat larger pool of 
special skills in the regional office in Paris. 
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Mr. WiccLeswortn. The pool seems to be getting larger and larger. 
It was $1,400,000, then $2,000,000, and now you want to go to 
$2,700,000. 

Mr. Osuins. This has been an expanding program over the past 3 
years of technical assistance. We have been working to open the 
minds of Europeans to the necessity of some of this change. They 
are now ready to go ahead with some of it, and we want to be able 
to deliver the expertise that will make the change possible now that 
they are ready to do so. 

Mr. WiGcGLeswortH. Does the 200 represent the total for your 
overseas force? 

Mr. Osuins. Yes. 

Mr. WiceGLeswortu. Is it all in one headquarters, is it traveling 
pleasantly from country to country, or where is it located? 

Mr. Osuins. I would say, sir, that of the 200 probably 125 to 150 
will be permanently located in one country, one or another country. 

Mr. WiaGLteswortH. Where? 

Mr. Osuins. Well, we can submit the figures. 

(The matter referred to follows: ) 


Distribution of productivity and technical assistance program positions in Europe 
_ (exclusive of project technicians) 


Pr tktsie 11 | Norway HA aki) ea eae mete eet 6 
PM SPS 22 ct Sat Tee AN Ss suds. ese oS 3 5 
ES OSE ee COMPOS TOOT aS ake 2 Se ape A 25 
lv CRB te ae lta 21} United Kingdom_-.____..__-_-- 12 
ee go ee ee 20| European headquarters, France- 49 
PU en es FSU SS 23 ———— 
Nenmeranee. 26285 oo ck 1] i Se, Fay ees a ae omen 200 


Mr. WiaGLeswortn. In the Place de la Concorde. 

Mr. Osuins. The only ones in the Place de la Concorde will be 
the pool of special experts who will go from country to country. 

Mr. Wiaeieswortu. Off the record. 

(Discussion off the record.). 

Mr. Osutns. I should say that these are not ECA or MSA adminis- 
trative employees. These are experts employed to give these various 
teams of experts service to the country. 

Mr. WiaGieswortH. How many did you have this year? 

Mr. Osutns. We have just started building this staff up this year, 
and I think the average, to compare to this 200, would be about $100. 

Mr. WraGieswortH. You had some in the fiscal vear 1951, did 
you not? 

Mr. Osuins. Very few. 


OPERATIONAL COSTS 


Mr. Wiae.teswortn. It shows over $1,000,000 for operational costs. 

Mr. Osutns. They were mostly on the Washington end, sir. 

Mr. Cievetanp. This item for operational costs in fiscal year 
1953 includes not only the 200 engineers and other people in Europe, 
but also includes operating costs for the arrangements that are made 
for all the Europeans that come to this country; moving them around, 
making dates for them with particular plant managers and that kind 
of thing. 
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REVERSE EXCHANGE POSSIBILITIES 





Mr. Cirevencer. I just wonder, Mr. Cleveland, is this exchange of 
know-how a two-way street? For instance, can we find out how the 
British can produce a bomber at one-half the American cost? 

Mr. CLEVELAND. I am not sure, but I know of a number of our 
technical assistance people have found in going over to Europe that 
they learned a good deal that is of use to this country. In the field 
of agriculture we have a lot to learn in this country about intensive 
agriculture which the Europeans have been forced into by the cir- 
cumstance of having very small farms. I should imagine we could 
also learn a good deal about some forms of production of military 
equipment, given the relative costs. 

Mr. Cievencer. Along that line, can we find out how the British 
manufacture X number of tanks, saving us some $50,000,000? Is this 
a two-way street? Does this technical aid come our way? 

Mr. Woop. Our defense people have been doing quite a lot of work 
in techniques and procedures in other countries on actual defense 
items. There is a quite well advanced program on patent interchange 
and similar things. If you want to go into more detail on that, we 
have a witness from the Department of Defense. 

Mr. Gary. The chief difference there is the difference in the cost 
of labor and materials? 

Mr. Cievetanp. And the difference in the kind of product pro- 
duced. If I understand it, our tanks have a good deal more equip- 
ment on them and in them than the Centurion tank, so it is not a 
wholly comparable product that comes off the other end of the line, 
as I understand it. 

Mr. O’Hara. Off the record. 

(Discussion off the record.) 

Mr. Cievencer. You can understand my curiosity. There was 
just a bald statement made that it would cost half as much. 

Mr. Erron. We have in process now a number of patent interchange 
agreements which will provide for a free interchange of patents as well 
as information and technical know-how, particularly with the United 
Kingdom and with Canada. Those are already in existence. We 
have been negotiating, and have completed negotiations with each 
of the other NATO countries. 

Mr. Cievencer. I do hope that we can get as much information 
about jets and jet construction as the Kremlin, at least, because I do 
not think they are making the contributions to the United Kingdom 
that we are making. 


DETAIL OF PERSONAL SERVICE 


Here is a thing that I would like to have: I would like to have a 
personnel break-down of the grades and pay of these people to find 
out how much each one of these is costing us. I do not know whether 
or not that is in the justifications, but if it is not, I would like to have 
it in the record. 

(The matter referred to follows:) 
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ASSISTANCE ACTIVITIES 


MSA positions authorized in Europe, as of May 1, 1952 
I. OCCUPIED POSITIONS 
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Asst. Spec. (OEEC). . <a 
Asst. Spec. - 
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TOG es Ses | a conconeenst 
Ne Se aE ee 
Secretary 
Admin. 
CN necks cececdes ducal 
Deputy Chief 
Ind. Info. Ofer. (Films)... .-.- 
Information Spec......-.....-..| 
SOG Ess idee besos nannennse | 
Labor Liaison Spec 
Productivity Spec 
Coal Mining Expert 
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Production Engineer. -_------.-| 
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Production Specialist... .......-| 
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Secretarial Assist 


rn) 
Clerk-Stenographer--_.-...-...- 
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FRANCE—continued | 


‘enn ARSt Bee... 2... 52. 
Laver Spee. -.........- PCA: t 
Admin. Asst 
Visual Info. Ofer. ..............| 
Information Spee _..........__-| 





i! Info. and Edit. Spec_......._._- 


GERMANY 


Prod. and Tech. Asst. Ofer. ___- 
Techn. Asst, Assistant 


GREECE 
Administrative Asst...._.___- 


Clerk-Typist 
Cc able Clerk 


File Clerk Tee eee 
Deputy for Govt. Org__......__- 
Civil Service Spec_-__...-....-.- 
Local Govt. Org. Spee_..__-_._- 
Organization Examiner -..._____. 
Field Reports Analyst... _..__- 
eer i BSS aera ai 


Dep. Director Field Serv. __.__- 
Pilg AGviser...........-...5 4 
| ERE hela Ee ee ee ee 
Field Adviser (Macedonia) 
Field Adviser (Rhodes) 
Field Adviser ee - 
Field Adviser ___- 1 faa 
Field Representative _- abate 
| LT eee aces 
Field Representative. -......__- 
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Deputy Constr. Adv fete 
Civil Aviation Spec____-- ant ne 
Power Adviser. __--..-..----... 
Ports Adviser - 
Highways Adviser__......_..__- 
Spec. Asst. (Finance) ......_._- 
Asst. Highways Adviser_..____- 
Construction Engineer. 
Materials Spee 
Highway Engineer ___.-_-..___. 
ee} ee RE SS 
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i ke, Se ee 
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Spec. Asst. (Projects) dis ahcioekt 
Intern. Trade Sec_. peices 
Tax Snedanet.. ..............- 
Program Analyst. 
Assist. Budg. Spec 
Project Analyst. _- 
Economic Analyst... ..__.- 
Reports Analyst._.._...__.-__.. 
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Admin. Asst... -.-... 
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Title Grade | Salary (| Title Grade iSalary 
| | | ; 
E | | ae a heeeiae Siaas | 
GREECE—continued | \ GREECE—continued | & 
Secretary __-- | FSS-11._.! $3,927 || Secretary._.....__..- | FSS-11_..} $3, 927 q 
Clerk- Stenographer | FSS-12.../ 3,531 |, Clerk-Stenographer | FSS-12.__| 3, 531 
Do.._-- : ----| FSS-12...| 3,531 | Medical Supplies Spee FSS-3 9, 201 
Secret ary. = -------| FSS-12__.| 3,531 || Asst. Med. Supplies Spec ..| FSS-5..__| 7, 455 
| ee Senet FSS-12._.| 3,531 || Secretary ; FSS~11 3, 927 
NRE se ------| FSS-12..-) 3,651 || Aerial P ‘hoto-Top. Spec | FSS-1 | 9,950 
EE Te ...| FSS-12 3, 891 | 
OSE a a ee pS era | FSS-12...| 3,531 | ICELAND } 
Milling Spec. “Cereals_- ...| FSR-2_..| 11,850 j 
Res., Training and E xt. Adv__., FSR-2.__| 11,500 |! Ind. Food and Agr. Ofer | FSS-7 | 5,907 
Asst. Director......-........-..| F88-1....| 9,950 |/ | 
Agric. Production Spec. ake | FSS-1..._| 11,130 ITALY 
Food Supply Spec . i FSS-1_...| 10, 550 | | 
Prod. and Marketing Spec. - .| FSS-1__.., 9,950 |} Chief, Tech. Asst. Sect | FS ; 8, 961 
Reclamation Engineer FSS-2._._; 10,250 |; Tech. Asst. Analyst. | FS | 4,719 : 
Hydraulic Engineer. --- FSS-2....| 9,470 || Secretary__.._____- | FS | 3,651 
Agric. Ext. Spec.._- -| FSS-2_...| 9,470 || Asst. Reclam. Eng ..| FS | 8,481 
Sa bacxiniee el FSS-2_...' 9, 2: Extens. Serv. Spec. _- | FS 7, 095 
Do.- ......-| FSS-2....| 9,710 || Secretarial Asst | FS | 4,047 
Prod. Credit Spec. | FSS-2.. 9, 230 || Production Eng | F | 9, 950 
Agric. Ext. Spec. (Aud. Vis.). FSS-2____} 9,470 |; Info. Spee_-- J. Fs | 8, 481 
Forest Management Spec......! FSS-2.-__| 9,470 || Indust. Prod. Spec | FSS-; | 8,481 
Agric. Coop. Spec---.- ...-| FSS-2....| 9,230 || Spee. Projects Asst x FSS-6.__.| 6, 501 
Tobaceo Production Spec.......| FSS-2....| 9,230 || Info. Spee. (Radio and Films) FSS-6____| 6, 681 ‘ 
Rural Training Spec... _.| FSS-3__- 8, 961 Clerk-Stenographer - FSS-13 3, 150 f 
Well Drilling Spec-- ...-.-| F88-3 | Graphics Spec FSS-5 7, 095 
Range Man: igement ‘Spe c .; FSS-3 | j 
Food Commodity Analyst | Fs 8, 481 NETHERLANDS 
Do rah tes FS | 8,481 |} 3 
Do___- ak ee 8, 481 Tech. Asst. and Prod. Ofer FSR-2 i 
Ag. Ext. Eld. Tr. (Salonika) FS | 8, 481 As. to Tec. As. and Prod. Of._.| FSS-6 | & 
Procurement Asst | FS | 7,689 |! Tech. Asst. Spec | FSS-8____| 
Agr. Ext. Fid. Trainer | FS | 7,689 || Secretary | FSS-12__j 
Home Econ | FS | 7,275 | 
Agric. Statistician | Fé | 7,095 || NORWAY | | 
Warehouse Investigator | FS 4,719 | | 
Do | FS 4,719 || Prod. and TA Officer FSR-3-...| 11, 030 
Secretary ___- | Fé 3,771 | ee eee | FSS-3 | 8,481 
Field anne ctor FS 5, 259 | | 
Do___. __| FS 4,719 || PORTUGAL | i 
At iministrative Asst FSS-1 4, 323 || 
Secretary FSS-11 4,287 || Agric. Prod. Spee | FSS-1 | 9, 950 
Asst. Rural Training Spec | FSS-12 3, 531 || Secretary | FSS-12__.| 3,651 
Secretary | FSS-12 3, 531 |) H H 
Do S253 FSS-12 3, 531 |} TURKEY | | 
Deputy Director. -_.-. FSR-2 11, 130 | 
Chief, Industry Branch | FSR-2__.} 11,130 || Tech. Asst. Officer- -_- | FSS-1____| 10, 250 
Chief, Mining Branch | FSR-2___} 11, 500 || Deputy Techn. Asst. Officer FSS-3 | 8,481 
Transportation Adviser ; FSR-2 | 11,150 || Secretary : |} FSS-12._.| 3, 531 
Chemical Engineer | FSR-2 11,500 |: Do ..| FSS-12.. 3, 531 
Chief, Road and Transport | FSS-1_.- | 9,950 || Admin. Asst. (TA)... FSS-9 4,719 
Industrial Engineer | FSS-1 10, 850 |) Ch. Agr. Advisory Group | FSR-2__.| 11,150 
Transport Equip. Spec | FSS-1-. 9, 950 i Extension Methods. Adv FSS-1__ 10, 550 
Industrial Specialist -| FSS-2 9, 230 || Livestock Advisor FSS-1_._.| 10, 550 
Mechanical Engineer __---- -- FSS-2 9, 230 || Advisor on Farm atte FSS-1____} 10, 250 
Ind. Engr. (Line Prod. Spec.)..| FSS-2.___] 9,230 || Irrig. Spec. (Asst.)__- ; FSS-4 7, 689 
Asst. Shipping Spec__-_..._--- | FSS-3....| 8,721 Farm Machinery Expert FSS-5 7, 095 
Fuel Requirm. Analyst. ---- .--| FSS-6_._.| 6,681 | Stat. Sampling Expe rt FSS-5 7, 455 
Secretary -- ----- sécccccnnnnl Weel 108887 i Seoretery.... FSS-12 4, 131 
i aS nbeke | FSS-12...; 3,531 || Clerk- ~Stenographer FSS-12 4,131 
Do__- | FSS-12_. 3,651 | Do FSS-12__ 4,131 
0 SRE So 2 eee |} FSS-12.._] 3,891 |} Do FSS-12 3, 531 
Clerk (Ginga. | FSS-12_| 3.651 || Secretary FSS-12| 4/251 
Secretary __. | FSS-12. 3, 651 || Do FSS-12 3, 891 
Clerk-Typist - __.| FSS-13...] 3,150 | Do FSS-12 3, 891 
Chief, Warehouse Invest... _-- .| FSS-4___.| 7,689 || Do FSS-12 3, 651 
Field Investigator... .......--.-- FSS-9__._| 4,719 | Do FSS-12__ 3, 531 
EE. Se FSS-7....| 5,907 | Do FSS-12 3, 531 
Special Investigator __ .| FSS-7__- 5,907 | Do FSS-12 3, 531 
Field Investigator -- FSS-9__._| 4,719 | 
RE Serene Ph ek UNITED KINGDOM ; 
Deputy Director. ------ aa FSS-1__._| 10, 250 | : 
Public Welfare Adviser__- FSS-1 9,950 |, Offshore Procure. Spee FSR-2___| 11, 150 rs 
i. Wate a ee FSS-1__._| 9,950 || Personnel Asst FSS-11 4, 167 ig 
Vocational Education Spec... FSS-2____| 9,230 || Techn. Asst. Spec FSs-6 7,401 tt 
Labor Program Spec- - - - --| FSS-2._..| 9,230 || Overseas Developm. Spec _.| FSS-8 5, 313 e 
Automotive Serv. Instructor ..| FSS-4....| 7,689 || Secretary em FSS-12 3, 891 = 
Labor Info. Spec-- ..| FSS-6_...| 6,501 Do... .-----| FSS-12...| 3, 651 ‘ 
Lab. Liais. Ofer. Rationing FSS-5__. 7,095 4 
s 
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| tt 
Title | Grade lsatary || | Title Grade |Salary 
a ey ee } 

SRE ! i GREECE—continued | 
| eee Oe Pe eee reer FSS-12.__| $3, 531 |! | 
General Agric ‘ulturist (OT).....| FSR-2...) 11,130 | Mining Engineer_-...._.....---. | FSS-1 ...| $9, 950 
RETR a os cana = 2-6 -465 FSR-2__.} 11,130 | 
Hybrid Corn Specialist... _-...- FSS-1_...| 9,950 |/ ITALY 
Agricultural Specialist ola l)_...; FSS-1....| 9,950 | 
Marketing Specialist -.------| FSS-1_...| 9,950 || Industrial Analyst - as FSS-5_.__| 7,095 

| } Labor Productivity Specialist FSS-1....| 9,950 
AUSTRIA | | ee -| FSS-1_...] 9, 950 
Training Specialist (Product.)._; FSS-3 8, 481 PORTUGAL 
RELGIUM | Production Engineer - er FSS-1__- 9, 950 
| Secretary _-..- . ee ...--| FSS-12.. 3, 651 
Production Engineer - - P | FSS-1 9, 950 
TURKEY 
FRANCE | 
Advisor on Irrigation : | FSS-1 9, 950 
Industrial Engineer * ‘ FSS-1 | 9,950 Research Organizer. _- ...| FSS-1_. 9, 950 
| Soil Management Specialist FSS-1 9, 950 
GERMANY | | | Grass and Forage Production | FSS-1_- 9, 950 
| | } Advisor. 
Project Control Officer ..---| FSS-5 7,095 || Farm Machinery Adviser FSS-1.._.] 9, 950 
H Vocational Education Spe- | FSS-2 9, 230 
GREECE ' cialist. 
, | Animal Husbandry Specialist FSS-2 9, 230 
Field Adviser..................| FSS-2 | 9,230 || Village Housing Advisor........| FSS-2 9, 230 
Highway Engineer. 465664 ia) ee tewas| | GAB 1) BON Peepminian. 322 .to- 5. a. | FSS-2 9, 230 
aid ccheativaap ate pe Wien ie | FSS-3....| 8, 481 Grass and Forage Production | FSS-2 9, 230 
a Se ca ae | FSS-3..._| 8,481 Specialist. | 
Deputy Director, Food and | 3. ee : ..| F88-2.... 9, 230 
Agricul. ___- sae | FSR-2 11,130 |) Small Irrigation Specialist ...| FSS-2_...| 9,230 
Agricultural Research Spe- | FSS-1__..} 9,950 | Do. | FSS-2._..| 9, 230 
cialist. | '| Mae hinery Service and Opera- "| FSS-2 9, 230 
Soil Conservationist. _- ....| FSS-2 | 9, 230 tion Specialist. | | 
Marketing Specialist (Grad- | FSS-2 9, 230 || Agricultural Information Spe- | FSS-2....) 9, 230 
ing). | | | ¢lalist. | 
Tobacco Marketing Specialist..| FSS-2....| 9,230 | Poultry Production Specialist... FSS-3....| 8.481 
Agricultural Extension Engi- | FSS-2__.; 9,230 || Ms irketing Specialist os .| FSS-3 8, 481 
neer. | Assistant Marketing Speci¢ alist FSS-4__. 7, 689 
Food Technologist 2 FSS-3 _._' 8, 481 Secretary.......- .....| FSS-12 3, 531 
Agricultural Extension Field | FSS-3 ...| 8,481 |] 
Trainer, | 


IH]. CONSULTANTS 


On May 1, 1952, there were 30 consultants employed, at an average salary of approximately $41.50 per day. 


Mr. CLevenGer. Really, we are getting to where we are getting 
splinters underneath our fingernails from scraping the bottom of the 
barrel in this country, and 1 want to be sure that we are getting our 
money’s worth. 

I am glad of the statement you made, Mr. Cleveland, about our 
people finding out something about agriculture. 

I talked to some of our agricultural experts over there, and I do not 
know if some of them know how many teats are on a dairy cow, but 
here they were in a country with thin soil, thinner soil than our soil, 
and they were supposed to teach those people how to produce more 
per acre, and yet they were already producing twice as much per 
acre as we were here. 


OVER-INDUSTRIALIZATION POTENTIAL 


We have had too many people, not only going to Europe, but to 
Asia, with the idea that they could industrialize these countries. We 
cannot compete with them when they work by hand with their mass 
of humanity. 
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We cannot industrialize all the world. The very strength of 
Europe is not altogether in its cities. The latent strength of Europe 
is in the little church and in the valley where agriculture provides 
employment that keeps the people out of mischief. As you go away 
from the places where agriculture furnishes employment for the 
women and the children of the family—and they are not overworked 
you find an increasing ferment in political activity, and one thing we 
should not do is to disturb the strength of the peasant life of Europe. 
Anyone who goes there with an open mind can see it, that the strength 
of the country is in the peasants. ‘The thing that holds them together 
when their governments are destroyed is the leadership that they get 
from the minister and priest in the little village and the country itself, 
That strength comes from the hills. It is something that labor 
engineers, many of them, do not know anything about. We should 
not weaken it and should not destroy it. We should leave them the 
work to do in a good many cases. ; 

When you go and see some of the equipment that has been sent to 
Greece, for instance, for the little terrace farms, a half acre or two 
acres, and see the stuff being dismantled and stolen and carried away 
because it is of no use to the country that it is being sent to, it makes 
one wonder. 

There was a bright young agricultural chap, an expert, who ordered 
for Greece a half dozen caterpillar tractors of a size so great that only 
two or three of them had ever been delivered east of the Mississippi 
River in this country. The manufacturer called a Congressman and 
he called with myself down there and asked what they wanted with 
tractors that size. What they were, were immense caterpillar tractors 
to be used in the rice fields and in the production of oil in Louisiana. 

Do you know what his reply was, the expert’s reply? His reply was 
that he had looked them all over, he had looked over the ratings of the 
International tractors and the other trucks and he had put these in for 
good measure to give them a well-rounded program of mechaniza- 
tion—for Greece, if you please. 

The woman and the little gray donkey have cultivated those little 
slots from time immemorial. You can go there today and see them 
hepecstinas and you will see the woman and the donkey pulling the 
cart back home and the man walking behind carrying the sickle in 
his hand; the grain to be flailed out in the old-time way. 

Disturbing the way that people live does not make for progress; it 
just adds to the unrest of the world and certainly we have provided 
the machinery for our State Department to get its nose into all the 
nooks and crannies of the world. 

I wrote out a little couplet here the other day while I was sitting at 
the table, stolen perhaps from Bill Shakespeare. 

Oh, what a tangled web we weave 

When first we practice to “relieve.” 

Mr. Woop. You are not saying that relief is the same as deception? 

Mr. CLEVENGER. In many cases. 

Sitting as I do on the other committee, the Subcommittee on Appro- 
priations for the State Department, some of this gets into the realm 
of the fantastic. I do not believe that we are going to bring peace to 
the world by just adding a ferment to the yeast that unsettles the 
status quo all over the world. 
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As you know, we have an additional request in the regular State 
Department budget for eight new languages for the Voice of America. 
One of them was for the Cambodian dialect, for the Cambodians 
whom we have not been disturbing. The other one was Swahili. 
One of the southern members on the committee wondered what it 
was and I said, “Do not object too loud; your own island Negroes 
may speak that language.’ I said for him not to condemn it too 
strongly because some of your people might be able to do the broad- 
vasting. 

This thing is getting to the point where it is fantastic, and there 
is not going to be enough money to go around. 

This item needs looking at if we are up against the job of getting 
the world ready to stop threatened advance in Europe. 


BENEFITS OF EXPERIENCE 


Mr. Woop. May I just comment? I think there is not any question 
but that in the early days of this program, when the people who 
managed it had less experience, there were cases of sending unduly 
complicated and large equipment into certain places. Iam sure that 
you and others who were over there at those times saw it. 

I think, on the basis of reports that I have seen, that if you went 
over there now you would not find those conditions existing. I 
think the people who have been managing this program have acquired 
experience which has allowed them to avoid many of those pitfalls. 

In respect to this productivity and technical assistance work in 
Europe, I assure you the purpose is not to industrialize; the purpose 
is to help make better use of the industrial set-up that they have in 
these countries today. 

One of the very rea] problems, one of the reasons why it is neces- 
sary for us to give aid to these countries is that they have fallen so 
far behind the United States in efficiency and productivity. It is a 
relatively small amount of money compared with the huge sums that 
we are talking about elsewhere, and it has seemed to me at least these 
funds can pay extremely large dividends in reducing the burden on 
us if we can show these people how to make better use of their fac- 
tories, their manpower, and all the other various resources that they 
have. That is why it has been felt by those who have been managing 
these programs that this is an investment in the future and in the 
future strength of these countries, by means of which we can be 
relieved of some of the burden of support which we are now carrying. 
It is true, as you, an experienced man in business, know, that when 
we start to do something positive like this we are not going to bat 
100 percent all the way across. The main test is, are we getting 
somewhere, and is the net result worth the money? 

I think if you went over there today and actually observed some of 
of these things you might well find yourself disapproving some but 
approving a considerable number of them. 


LOCAL SKILLS AND MODERN DEFENSE 
Mr. CLevencrer. Europe, as you and I both know, is full of fabulous 
skills. 
Mr. Woop. There is no question about that. 
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Mr. CievenGer. Both in men and women. In the old days during 
peacetime we used to go over there looking for novelties, and many of 
our great retail stores would buy the entire output of a village. They 
might be making a particular kind of purse. That was largely the 
work of peasant women. That provided a living standard for the 
country, and the next competitor would go to another village. They 
would go over there to get away from competition because the article 
was different from our quantity production. The article would add a 
little to the cultural life and enjoyment of American women by having 
something different than was sold over the counters of the 5- anil 
10-cent stores. Those latent skills and abilities are over there now, if 
we can find a way to let these people return to the more or less pas- 
toral life that they lived. 

I do not think there is a more interesting thing in the world to do 
than to go through Bavaria and see the little villages there. In Bavaria 
they make some of the finest pottery in the world. We should try to 
get the Europeans trading like they used to trade with each other 
rather than having them all sell something to America to put some 
American out of work. 

Europe does need a sound currency of some kind so that they can 
trade with one another. Here we are in the position of making up all 
the deficiencies, balanci ing all the budgets, paying for everybody’s 
mistakes, and we are getting down to where we do not have enough 
money to carry iton. You dream at night about some of these budgets 
when you work on them. When you shake yourself awake the 
reality is worse than the dream that you have been having. These 
things are so fantastic that they will crush any country, ours included, 
if we do not find a way to ease up on them. 

Mr. Woop. The fact remains while these local industrial skills 
are an important element in the economic system of Europe, a modern 
defense, not only in its building but in its maintenance, does require 
industrial production in order to support it, and the more effective and 
efficient that production can be the sooner these European countries 
will be able to take on the load of at least maintaining their defense 
establishments, This productivity program is one thing that | 
think can pay very large dividends in moving toward that goal which 
is why we have felt that it was a useful and important thing for us to 
do. 

Bastc Marertats DiveELOPMENT 


Mr. Gary. We will next consider the basic materials development 
item appearing on page 76 of the justifications, which page we will 
insert in the record at this point. 

(The matter referred to follows:) 


Basic materials development 


Actual obligations: Fiscal vear 1951____.___.____- : _. $7, 064, 108 
Estimated obligations: 
Fiscal vear 1952. Sige Ma ae Ls Bi gigeges do 22 TE, 436/658 
Fiscal year 1953___- 2 as ea ahs chao aes ae a stala dba < 19,°000:000 


On August 28, 1951, the Defense Materials Procurement Agency (DMPA) 
was established by Executive order with authority and direction under programs 
certified by the Defense Production Administrator to procure and expand the 
production of strategic materials at home and abroad, as a vital part of the United 
States mobilization effort. In order to avoid duplication and to derive the full 
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benefit of specialization contemplated by the establishment of DMPA, the 
operating responsibilities of Mutual Security Agency (MSA) for this program, 
involving advances repayable in materials to the United States, under section 514 
of the Mutual Security Act of 1951 were delegated by interagency agreement of 
November 30, 1951, to that Agency. 

There remains, however, under section 514 of the Mutual Security Act of 1952, 
the necessity to provide assistance to initiate and expedite the production and 
flow of basic materials in order to reduce the drain on United States resources 
and to assure the production of adequate supplies of essential raw materials for 
the collective defense of the free world. This program will be carried out by 
MSA in accordance with an understanding with DMPA that DMPA will continue 
to have responsibility for procuring and increasing the supply of strategie ma- 
terials for the United States use and MSA will confine its activities to (a) develop- 
ing increased production of basic materials to meet the requirements of friendly 
countries for their security effort, and (+) providing for ancillary transportation, 
port, and similar projects to increase the total flow of such materials. MSA 
intends in addition to make available to DMPA substantial amounts of local 
currency from the United States (10 percent) portion of counterpart funds for 
increasing the supply of strategic materials for the United States. 

MSA has, for review, a large list of materials development and mining support 
projects located in Europe and in its overseas territories. 

This list has been furnished to Export-Import Bank and DMPA to determine 
which projects are eligible for financing from funds available to them. MSA 
proposes to advance $19 million for projects not eligible for financing by these 
agencies but which will contribute most significantly to the increased production 
or flow of essential basic materials. 

Mr. Gary. It appears that the actual obligations for this item for 
the fiscal year 1951 was $7,064,000; 1952, approximately $7,500,000, 
and for 1953 the request is for $19,000,000. 

Can you tell us the reason for the increase in this request? 

Mr. Woop. I will handle the testimony on this. 

The increase in the request is due to several factors. In the first 
place, it was expected when the fiscal year 1952 plans were being made 
that there would be obligated a considerably larger amount than this 
$11,480,000. However, as I think the members of the committee 
know, the Defense Materials Procurement Agency, under Mr. Larson 
of the General Services Administration, was given responsibility last 
year for carrying on not only in this country, but world-wide, the 
development of projects for increased basic materials production and 
the responsibility for the purchasing of such materials as could be pur- 
chased, either with dollars or with local currency. That Agency was 
given funds for that purpose. 

As a result, a very considerable amount of the basic materials 
development which it had been planned to conduct under the Mutual 
Security Agency directly was shifted over to the Defense Materials 
Procurement Agency. 

The request this year has as its purpose not the acquisition for the 
United States stockpile, or the development through advances of 
dollars, to companies in material-producing areas, for the production 
of goods that would be repaid through delivery of raw materials. 
Rather it has the purpose of stimulating the production of materials 
which would not come to the stockpile, but would go to increase the 
availability of these short materials in the world to our allies, so that 
there would be less of a drain on the resources and production avail- 
able for this country. 

The figures are based on a list of possible projects which engineers 
of the Defense Materials Procurement Agency have been working on. 
The list of projects of this nature comes close to $190,000,000. Some 
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of those on further examination may not prove to be worth while: 
some of them may be longer-term developments for which money 
would not need to be obligated in the fiscal year 1953. 

We had originally, when the executive branch made up its request 
for the $7,900,000,000 for the purposes of the Mutual Security Pro- 
gram, felt that we could quite usefully employ considerably more than 
this amount, and it has been cut down as the result of the conference 
action. 

Mr. WiaGLteswortH. How much? 

Mr. Woop. The total, Mr. Wigglesworth, for all items, and we 
might as well get those before us; requested in this budget now before 
you is about $30,500,000, of which $19,000,000, as shown here, would 
be in title I countries, or their dependent overseas territories, and the 
balance of about $11,500,000 would be in the title IIT areas. 

We had originally, in our $7,900,000,000 figure, included $40,000,000 
for this purpose, so it has been cut in this presentation from $40,000,000 
to $30,500,000. 

DETAIL OF PROGRAM 


Mr. Gary. Just what does this program consist of? 

Mr. Woop. This program consists of funds which would be used 
to stimulate the development of basic short materials by loans to 
promote the production of such materials; the other category is to 
provide ancillary transportation, ports, and similar projects. Many 
cases exist where, if the materials are both to be mined and made 
available for consumption in the world, railroads have to be repaired 
or ports have to be improved; otherwise, things cannot be gotten out 
of these areas. 

USE OF COUNTERPART 


Mr. Gary. You used a substantial part of your counterpart funds 
in obtaining basic or critical materials; is that right? 

Mr. Woop. Yes; we have been doing so, and we will continue to 
make available to the Defense Materials Procurement Agency, Mr. 
Chairman, counterpart funds for the purpose of enabling that Agency 
to carry on both the development of materials through advances 
which are to be paid to our stockpile in the form of materials, and also 
for the purpose of purchasing such materials as can be bought with 
counterpart funds. 

Mr. Gary. Does this program work into that program by furnish- 
ing them the machinery, and equipment so that they can produce 
basic materials? 

Mr. Woop. This program is designed to furnish material for increas- 
ing the production of basic materials. It will, however, not be used 
for that purpose when the materials are coming to the United States 
stockpile because the Defense Materials Procurement Agency now 
has funds for that purpose. The funds in this program will be used, 
as I said earlier, for cases where production is to be increased for the 
use of our allies. 

Mr. Gary. Materials used and needed by them? 

Mr. Woop. Yes; materials used and needed by them. It will have 
a very real bearing, however, on our own supplies because if the tota! 
supplies of short materials are increased that means that there are 
larger supplies available for us. 
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FINANCING OF PROGRAM 


Mr. WiaeLeswortu. I still am not clear as to the line of de- 
mareation between DMPA, the Export-Import Bank, and this work. 
In the last paragraph on page 76, which has been inserted in the 
record, you state that the $19 million is for projects not eligible for 
financing by these other agencies. 

Mr. Woop. As an example, Mr. Wigglesworth, DMPA is required 
in its operations in this field to advance money against the repayment 
either in dollars or in materials to MSA under this proposal. 

Mr. Gary. For the stockpiling? 

Mr. Woop. In this country. 

Mr. Gary. For the stockpiling of materials in this country for the 
use of the United States? 

Mr. Woop. That is right. It is not a requirement under this 
proposed program that the purpose be limited in that respect. 

As to the Export-Import Bank, there are many items which it, 
under the laws governing it, could not finance which might, neverthe- 
less, be very useful for the free world in increasing their availability. 

Mr. WiaeLeswortH. Because there is too much risk involved? 

Mr. Woop. They must consider the bankability of the project. 
They must, under their regulations, confine themselves largely to the 
purchase within this country of the items they finance. It may, at 
times, be much cheaper and better to finance the purchase abroad of 
mining machinery or services to increase the production of basic 
materials. There are a number of limitations on both DMPA and the 
Export-Import Bank which would not exist in this program. 


LIMITATIONS ON MSA FUNCTION 


Mr. WiceLeswortH. The MSA function is limited, as I understand 
it, to the increased production of basic materials to meet the require- 
ments of friendly countries? 

Mr. Woop. That is correct, sir. 

Mr. WiaeLeswortnh. It is not concerned directly with our own 
requirements? 

Mr. Woop. No; because those are handled by DMPA. 


SPECIFIC LIST OF PROJECTS 


Mr. Wiaateswortu. Do you have a specific list of projects in 
mind when you present this $19-million program? 

Mr. Woop. Yes, sir, we have. 

As I said earlier, Mr. Wigglesworth, it is a list of projects which 
totals many times $19 million, from which it is planned to select those 
as time does on, and as further engineering surveys are made, which 
would give the best promise of producing most. 

Mr. WieeteswortH. Do you have any earmarked with respect 
to this $19 million? 

Mr. Woop. I do not think I quite understand. 

Mr. WieeteswortuH. Do you have specific projects earmarked on 
which you expect to spend this $19 million? 

Mr. Woop. There are some of the projects on this list I have before 
me—which is, by the way, a confidential list which I would be very 
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glad to give you—that the DMPA think are very likely to be develop- 
ed this year. 

Mr. Gary. Do you want that off the record? 

Mr. Woop. I think so, if we may. 

(Discussion off the record.) 

Mr. Wicateswortu. Do you know how you are going to spend 
this $19 million, or are you just telling us that you have a lot of pro- 
jects that you would like to embark on, and that you want $19 million, 
and will apply it where it will do the most good? 

Mr. Woop. We do not know exactly on which of these projects the 
$19 million is going to be expended, but at least we think we ‘know, in 
respect of this nearly $190 million worth of projects, that we can very 
usefully for this purpose employ more than $19 million. We think 
we can deal with some of the most important ones with that $19 
million. 

Mr. Wiacieswortu. Could I have a look at those projects? 

Mr. Woop. Yes, sir; they start on that page /indicating}. 


BASIS OF ESTIMATE 


Mr. WicGLeswortnH. What is the basis on which you form an esti- 
mate in respect to a particular project? 

Mr. Woop. The basis is generally a survey by engineers, both 
engineers of foreign countries and our own, as to what needs to be 
done. We have reports on most of these which have resulted from 
the surveys which were made by engineers on the ground. 

Mr. Wiac.teswortn. To produce or take material out of the ground 
and deliver it? 

Mr. Woop. No; the estimates that we are particularly interested 
in are the cost of machinery, the development work, and the cost of 
the transportation developments required in order to make it possible 
for those materials to be moved to places where they can be used. 

Mr. WiaGieswortn. This is on the basis of setting up the necessary 
equipment, and not the actual production of the commodity. 

Mr. Woop. That is right. Of course, the purpose is the actual 
production. 

Mr. WicGLeswortn. I know, but is the cost based on that? 

Mr. Woop. That is right. Yes, sir; the cost that we feel is neces- 
sary for us to supply. Of course, the companies concerned put in the 
bulk of the investment in such things and in most cases have the 
investment there already. 

Mr. Wige.teswortnu. Off the record. 

(Discussion off the record.) 

Mr. Wigeiteswortu. Do you have any questions, Mr. Clevenger? 

Mr. Cievencer. No; I have nothing. 


CoNTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS 


Mr. Gary. There are several items that appear on page 15 of the 
justifications that have not been covered. One of them is NATO 
International Military Headquarters, for which the estimate for 1953 
is $9 million. Would you explain that item? 

Mr. Woop. Mr. Chairman, if IT may ask Mr. O’Hara to speak on 
that, I believe he can give you the details of it, supplemented by 
anything that Mr. Martin may wish to cover. 
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Mr. O’Hara. Might I refer also to the fact that there is a table and 
a statement on page 26 referring to that item, Mr. Chairman? 

Mr. Gary. On page 26? 

Mr. O’Hara. Yes, sir; which also refers to the contribution to the 
civilian international headquarters, which IT think Mr. Martin will 
explain in detail, and a statement on the Standing Group, which is 
another NATO military organization. 

Mr. Gary. We were going to take those up in order; so, suppose we 
put page 26 of the justifie ations in the record at this point. 

(The matter referred to is as follows:) 


Comparative summary of obligations 




















aoe Pek Estimate, | Estimate, 
oe | fiscal year | fiscal year 
Lee ee ee 953 
—_—— ee ee —_ Fa i aa — ‘Sa — — — — 
Cmte to international organizations: } | 
NATO—Military International headquarters - - Eee (ee waa $14, 800, 000 $14, 200, 000 
Local currency contributions - - - - - -- Se ©, ae ee 5, 800, 000 5, 200, 000 
pO ERE a Fee eee ene Se Pe ney teemee! 9, 000, 000 | 9, 000, 000 
2. NATO—Civilian International ~tepecanaabenety carey! + ae “$274, 172 rg 602, 313 | ae 547, 000 
Local currency contribution. - - ._-- Mose ees Re ee ae 335, 500 |_..... 
Net dollar cost................------ ivcccl-: 1 eee 266, 813 | 1, 547, 000 
Sy Bigmene BIO So 5 ot... os. 2s ee ae res ae ig tees 90, 000 
1 





The United States pays 22.5 percent of the operating costs and 45 percent of 
the capital costs of NATO budgets for Military International Headquarters and 
Civilian International Headquarters. The above figures include actual and 
estimated expenses of United States civilian nationals working with the inter- 
national staffs of these headquarters as well as the actual and estimated cash 
contributions to the international budgets for these bodies. Estimates for the 
cash contributions reflect credits in accordance with the special arrangement 
between the United States and NATO whereby the United States pays its nationals 
working for NATO and receives a credit on its cash contribution in the amount 
NATO otherwise would have paid them. 

The Military International Headquarters include SHAPE and its international 
subordinate headquarters, NATO War College, and the headquarters of Supreme 
Allied Commander Atlantic (SACLANT) 

2. The Civilian International Headquarters is comprised of the International 

taff/Secretariat serving the North Atlantic Council in Paris. The Councul 
recently resolved at Lisbon that (1) a Secretary General should be appointed to 
initiate and prepare matters for Council action and insure that nppesesinte steps 
are taken to follow up Council decisions; (2) the International Staff/Secretariat, 
under the direction of the Secretary General, should be unified and strengthened 
and should perform analytical and planning functions at the request of the Council, 
including preparatory work for the annual review of military requirements in the 
light of politico-economic capabilities; and (3) the permanent headquarters of the 
C 7 should be located in the general area of Paris. 

The contribution for the steading group is based on the United States being 
tins host government and providing such items as clerical personnel, supplies, and 
equipment, ete. 


Mr. Gary. We would like to have an explanation of those items. 


VYATO MILITARY HEA DQUARTERS 


Mr. O’Hara. The item in regard to the International Military 
Headquarters support covers SHAPE, the Supreme Headquarters, 
Allied Powers, Europe; SACLANT, which is the Supreme Allied 
Commander, North Atlantic—that is the headquarters which is 
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commanded now by Admiral McCormick—and, in addition, it covers 
subordinate headquarters under each of those Supreme Headquarters. 
At the present time the subordinate headquarters have not been 
organized under the International Command of the North Atlantic, 
under Admiral MeCormick’s command, but it is anticipated that wil! 
be done during 1953. 

Mr. Gary. Is this for the construction of the buildings? 

Mr. O’Hara. It includes some construction. It includes the pro- 
vision of equipment and supplies that are used within the buildings. 

Mr. Gary. But no personnel? 

Mr. O’Hara. It includes the personal services of civilians, cus- 
todial services, and things of that kind. It does not inelude military 
personnel costs which are provided in each case by the country that 
assigns personnel to the headquarters. 

Mr. Gary. SHAPE headquarters are near Versailles? 

Mr. O’Hara. That is right. 

Mr. Gary. Is that the headquarters that I visited last year which 
had not been completed? I think they moved into that about Novem- 
ber of last year, did they not? 

Mr. O’Hara. They moved into part of the establishment before 
that, Mr. Chairman. They had completed all of the buildings in 
November, except for some housing for families of personnel, which 
was not part of the SHAPE budget, but was being provided through 
French contract with a builder in France as the French contribution 
in addition to the headquarters. Most of those housing units were 
opened up by January of this year—for dependents of the military 
personnel assigned to those headquarters. 

The total amount which is contributed by the United States to 
these headquarters is arrived at after international negotiations as 
being 22% percent of the current operating cost or running cost, and 
45 percent of the cost of capital investments which includes the cost 
of the construction and the cost of the equipment which is intended 
to be used over a considerable time. That equipment, I might add, 
is exclusive of any military equipment, which each country provides 
for use with its units. 


PERCENTAGE OF CAPITAL INVESTMENT PAID BY UNITED STATES 


Mr. Gary. Why do we pay so much larger percentage of the capital 
investment than of the operating cost? 

Mr. O’Hara. I think, sir, that I should leave the complete dis- 
cussion of that to Mr. Martin. 

Basically, the capital investment cost rate of contribution to which 
we have agreed is the same rate, roughly, as our percentage in the 
case of infra-structure, and they use tnis pattera generally on infra- 
structure. Because of the large over all total amount and the rela- 
tively limited resources of the European countries we have agreed to 
undertake financing a larger proportion of construction than of the 
current operating cost. 

Mr. Martin. I might add that this was reached as a result of a 
packaged deal after ber negotiations in which we agreed, as Mr. 
O’Hara has said, on the somewhat higher figure for the capital cost, 
which will be, to a large extent, we think, completed in 1953. 
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We have reached agreement on an operating cost which is 2 long- 
term permanent deal, at these figures, which are just half as great as 
the capital cost. 

On the operating basis the figure of our contribution is also matched 
by a couple of the other countries, so that we are not standing alone 
on that. 


CONTRIBUTIONS TO CIVILIAN INTERNATIONAL HEADQUARTERS 


Mr. Gary. Is that true of the Civilian International Headquarters 
also? 

Mr. Martin. They are both operating on the same basis. 

Mr. Gary. Where is that located? 

Mr. Martin. The civilian headquarters is being set up in Paris. 
As a result of the recent decision to reorganize NATO they also de- 
cided to move headquarters to Paris and to establish permanent 
headquarters there, and that has been done. 

Mr. Gary. They are not erecting a special building for them, are 
they? 

Mr. Martin. They have not decided on that yet. ‘There is a work- 
ing group of the Council to examine the possibilities. They have 
looked into several buildings, and have considered the possibility of 
the conversion of the Palace de Chaillot. There was also an institu- 
tion formerly used for mental cases in the last war that they were 
talking about converting, which is located about 20 miles out of Paris. 
For a variety of reasons, some of which may occur to you, I think, they 
decided against that, but buildings are very scarce in the Paris area. 

Mr. Gary. What about the building which SHAPE previously 
occupied? 

Mr. Martin. The Hotel Astoria? 

Mr. Gary. Yes. 

Mr. Martin. That is not large enough, and is also required for 
some United States activities which have already moved in there. 


CONSTRUCTION COSTS 


Mr. Gary. This figure of $1,547,000 for civilian headquarters, then, 
does not include construction, that only includes the operation? 

Mr. Martin. No, it does include allowance for possible construc- 
tion, because whether they build or take an old building there will be 
a very substantial amount of conversion cost. There is nothing im- 
mediately suitable, so it does include a preliminary allowance for 
construction. 

Mr. Gary. Does the Military International Headquarters figure 
of $14 200,000 include the cost of building SHAPE headquarters? 

Mr. O’Hara. It does, sir. It does include the remaining cost of 
building all of the SHAPE headquarters construction. It includes 
also the cost of construction at the headquarters, Allied Forces, 
Northern Europe, and of the Allied Air Forces, Central Europe. 

Mr. Gary. Where is that? 

Mr. O’Hara. The Northern Europe Command is one exercised 
by Admiral Brind, a British officer, in Norway. Part of the head- 
quarters is located in Norway, and part in the United Kingdom, 
and there are subheadquarters located in Norway and in Denmark. 
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Then there is the Allied Air Forces, Central Europe Headquarters, 
not yet finally located, but temporarily located at Fontainbleau, south 
of Paris. 

There are also Allied Land and Naval Forces, Central Europe. 
There is an Allied Air Forces Headquarters, Southern Europe, under 
Admiral Carney’s Allied Force Headquarters, where some construction 
is required. 

Mr. Gary. Where are they? 

Mr. O’Hara. No place has been located. They were looking into 
some buildings that the Italian Government would make available to 
them. There were none that could be made available that were suit- 
able and had sufficient space. 

Mr. Gary. How much of this item is for construction, and how 
much is for operation cost? 

Mr. O’Hara. It is approximately half construction, sir. I should 
say on the capital side it would be three-fourths construction, and 
one-fourth equipment. 

Mr. Gary. On the Military International Headquarters, half of it 
is capital outlay, and one-fourth of it is equipment? 

Mr. O’Hara. That is, of our budget, the total is about half in 
construction and in equipment for the current period. 

Mr. Gary. This is our contribution, then, to the total fund? 

Mr. O’Hara. That is correct, sir. 

Mr. Gary. Is that true also of the Civilian International Head- 
quarters? 

Mr. Martin. Yes, sir. 


ConTRIBUTIONS To SranpInc Grove 


Mr. Gary. What is the standing group? 

Mr. O’Hara. The standing group is an organization manned by 
three powers—the United States, France, and the United Kingdom 
which is located in Washington, and it is, in effect, a component of 
the Department of Defense in Washington. 

As the host Government we provide them with certain’ basic 
services, and the cost of the maintenance of the space that they 
occupy and the charge for certain personnel, personal services is 
provided to them in the way of reporting services and clerical service. 
Up until this vear, not including the present fiscal vear, that has been 
budgeted for as part of the expense of the Office of Secretary of 
Defense. It is not now at this time, as I understand it, eligible for 
international financing through a contribution. 

Mr. Gary. Can vou give us a breakdown for that? 

Mr. O’Hara. I was looking for it here. I do not find it with me, 
Mr. Chairman, but I will get it for you this afternoon. 

Mr. Gary. Thank vou. 

(The matter referred to follows: ) 
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Analysis of estimated expenses, United States contribution to NATO standing group 
(fiscal year 1953) 


DEPARTMENT OF DEFENSE 


Estimated 
Object classification requirement 
Number of United States military personnel assigned - - - 78 
Number of civilian personnel paid from United States funds 57 
Average number of permanent personnel - .. : 52 
Personal service obligations: 
Permanent positions _ . S199, 366 
Regular pay in excess of 52-week base__- ree 834 
Payment above basic rates, civilian personnel: Overtime and holiday 
pay 14, 300 
0! Personal services, net total. 214, 500 
02. Travel. s 75, 000 
03 Trans sportation of things 500 
04. Communication services. _ - : 13, 500 
05 Rents and utility services__.- Le 
06 Printing and reproduction _ - 35, 000 
07 Other contractual services __- — : 86, 000 
08 Supplies and materials _ — _- 35, 000 
09 Equipment -- -- meses ac bf eaky aye ee ee _ 60, 000 
15 Taxes and assessments is j 500 
Total requirements _ — - LES FREES eutgete _ §20, 000 


COMPOSITION OF STANDING GROUP 


Mr. WicaLeswortn. | do not understand yet just what that 
Standing Group is. 

Mr. O’Hara. The Standing Group is the permanent Joint Staff 
Organization for NATO, which is superior to the Supreme Head- 
quarters of the North Atlantic, and the Supreme Headquarters at 
Paris. It is the highest military organization in NATO. It is 
manned by three nations, and it has attached to it a Military Repre- 
sentative Committee which covers the other member nations of NATO. 
The military personnel are assigned by these nations and the cost of 
that is included in each nation’s military budget. 

This cost is for the custodial expense in connection with the space 
that they occupy and for the personnel and clerical services which are 
provided to them, and for the telephone service supplied, and so forth. 

Mr. Wiaeieswortnu. Off the record. 

(Discussion off the record.) 

Mr. Martin. Informally that group is the executive body for the 
Military Committee. The Military Committee includes the Chief 
of Staff of each of the NATO countries, and they have selected the 
Chiefs of Staff of these three countries to be their permanent executive 
body. The United States member is General Bradley. 

Mr. Gary. Who are the other members? 

Mr. Martin. The British member is Vice Marshal Elliott, I believe, 
and the French member is General Ely, is he not? 

Mr. Wiaeiteswortn. Off the record. 

(Discussion off the record.) 
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PERCENTAGE OF COST PAID BY UNITED STATES 
| 


Mr. Gary. What percentage of the cost of the Standing Group do 
we pay? 

Mr. O’Hara. We pay all of the cost of the provision of their space 
and the provision of utilities to them, and provision for the telephone 
and telegraph service and all of the employees whom we provide 
toward the total pool of employees, and I think that is the major 
part of the civilian employees. There are a few of them from each of 
the other countries, but most of them come from the United States 
and are provided by us. There is no cost of military included in it? 

Mr. WieciteswortH. Do you have some kind of a breakdown of 
what this covers? 

Mr. O’Hara. Yes, sir; I explained to the chairman that I thought 
I had it here. I will bring it up this afternnoon. 

Mr. Wiae.eswortn. I would like to see what it looks like. 


OVER-ALL COST OF NATO MILITARY HEADQUARTERS 


What is the over-all cost of this NATO Military Headquarters? 

Mr. O’Hara. The total of the budgets that have been approved up 
to now is $50 million for SHAPE and its subordinate organizations, 
and $500,000 for SACLANT. The figure is actually $50,091,000 for 
SHAPE. 

Mr. WiaeLeswortnH. For construction? 

Mr. O’Hara. No, that is the amount included in the international 
budge . 

Mr. Wice.ieswortu. For what? 

Mr. O’Hara. For SHAPE. 

Mr. WiaeLeswortsH. For what? 

Mr. O’Hara. For construction, operating expenses and all. 

Mr. Gary. For everything? 

Mr. O’Hara. Yes. 


CONTRIBUTIONS TO CONSTRUCTION COST OF FACILITIES FOR 
COLLECTIVE DEFENSE 


Mr. WiaeieswortH. How much is the construction going to cost? 

Mr. O’Hara. The over-all construction cost of SHAPE? 

Mr. WiaGLeswortu. Yes. 

Mr. O’Hara. The amount included in these budgets for SHAPE 
is $23,400,000. 

Mr. WicecLeswortu. Is that supposed to represent the total cost 
of construction? 

Mr. O’Hara. All except for certain things which I would like to 
describe further off the record, if I may. 

(Discussion off the record.) 

Mr. Wiae_teswortu. Roughly speaking, then you are putting up a 
$23,000,000 building there? 

Mr. O’Hara. That is for SHAPE Headquarters, Allied Forces 
Northern Europe Headquarters, Allied Air Forces, Central Europe 
Headquarters, Allied Land and Naval Forces, Central Europe Head- 
quarters, Allied Forces, Southern Europe Headquarters, Admiral 
Carney’s Command, and Allied Air and Land Forces in Southern 
Europe Headquarters. 
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Mr. Martin. Off the record. 

(Discussion off the record.) 

Mr. O’Hara. A big part of the construction expense in head- 
quarters is in the establishment of communication centers for the 
headquarters. 

Mr. WiGGLeswortH. $23 million, of which Uncle Sam pays 45 
percent. You expect that to be completed in the fiscal year 1953, 
is that right? 

Mr. O’Hara. Yes, sir. I said a large part of it will be completed 
in the fiscal year 1953. I should have said it is expected to be com- 
pleted in the calendar year 1953. 

Mr. Martin. Yes. 

Mr. WiaGLeswortu. I wish you would put in the record a break- 
down of the $23,400,000 by its various headquarters, showing how 
much of it is for SHAPE, and how much of it is for each of these 
other headquarters that you have mentioned. 

Mr. O’Hara. Could I provide a breakdown of that for the record? 
I see no reason why I should not be able to include some of these 
things on the record, however, some of them may have security 
angles, 

Mr. WicGLeswortuH. You mean it is the policy of security not to 
make public what it is going to cost to construct SHAPE Head- 
quarters? 

Mr. O’Hara. No, sir; but this is not simply the cost of constructing 
SHAPE headquarters. I can provide that figure and some of these 
others, but some of the figures we are discussing do have some security 
implications, and if they are broken down in detail I might run into 
trouble on them. 

Mr. WieeLteswortnu. Off the record. 

(Discussion off the record.) 


APPROVAL BY NATO 


Mr. WiaciteswortH. Have these construction costs been approved 
by all NATO members? 

Mr. O’Hara. They have in connection with all of these we have 
budgeted in connection with 1952. They have all been included in the 
expenditure budget for the calendar year 1952, which is as far as we 
go in our 1952 figures. 

In connection with the 1953 portion, which is included in part of 
our estimate, those budgets have not been approved at this time. 
That is because they use the calendar year as contrasted with our 
fiscal year for their budget. 

Mr. Martin. It might be well to add, Mr. Wigglesworth, that 
there is a Military Budget Committee composed of civilians from the 
national delegations. This committee reports to a committee ap- 
pointed by the North Atlantic Council which in turn reviews and 
must approve all of these budgets, which are submitted to Wash- 
ington before they are approved by the United States member. In 
addition each headquarters has a civilian comptroller and all the 
accounts receive a postaudit by an audit committee composed of 
governmental auditors from the member countries. 

Mr. Wiaeieswortn. Off the record. 

(Discussion off the record.) 
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NET DOLLAR COST 





Mr. WicGLeswortn. Now, you have here $14,200,000 for Military 
International Headquarters, of which $5,200 000 is to be from loca! 
currency contributions leaving a $9,000,000 cost. Did you indicate 
how much of that is for construction and how much is for operations? 

Mr. O’Hara. The past contribution has been a little over 50 per- 
cent for construction. For the next year it is estimated as approx- 
imately one-third for construction. 

Mr. Wiectesworrs. In other words, you are requesting $3 million 
for construction, and $6 million for operation? 

Mr. O’Hara. For the fiscal year 1953. 

Mr. WiceLesworru. That is what we are discussing. 

Mr. O’Hara. That is right, of which $1,150,000 is the estimated 
requirement for SACLANT and the balance for SH APE, Europe, 
and subordinate headquarters in Europe. 


OPERATIONS COSTS 


Mr. WiaGieswortn. Well, I wish you would give us some kind 
of a breakdown of the $6 million for operation so that we can see 
what that is. Please furnish that for the record. 

Mr. O’Hara. We will give vou that, sir. 

(The matter referred to follows: ) 

United States contributions to International Military Headquarters costs, NATO 

Estimated fiscal year 


1953 United States 
contribution to op- 


Headquarters: erating expenses 
Supreme Headquarters, Allied Powers, Europe___-..._.--.--. $1, 462, 500 
Headquarters, Allied Forces, Northern Europe - - --- -. Me ses 209, 250 
Headquarters, Allied Air Forces, Central Europe - - _--- apts 1, 125, 000 
Headquarters, Allied Land Forces, Central Europe____- 540, 000 
Headquarters, Allied Forces and Naval forces, Southern E urope 635, 000 
Headquarters, Allied Air Forces, Southern Europe - Tp pane 472, 500 
Headquarters, Allied Land Forces, Southern Europe - igs a Fe 157, 500 
Supreme Allied Command, Atlantic Ocean________..._.-.---. 1, |, 000, 000 


Total, United States 1953 estimated contribution to operating — 
expenses é 1 Cg) Se : Shee : 2 5, 601, 750 


Contrro.t Act EXPENSES 


Mr. Gary. The next item is that of ‘‘Control expenses,’ and in 
that connection we will insert in the record page 27 of the justifications. 
(The matter referred to follows:) 


Comparative summary of obligations of mutual defense assistance control program 


Control Act expenses: 
PRIA SIO I AE sss ios eee ea os rgpike Speech mesa 
EEE TSO | |) {a cr zg Re eee $193, 497 
ag ag. + SR RI een Rn pie nae, sii pera 500, 000 


Purpose-—The Mutual Defense Assistance Control (MDAC) program is 
authorized by Public Law 213, Eighty-second Congress. This act calls for a 
program designed to control exports from nations cooperating toward the main- 
tenance of peace to nations threatening world peace and the security of the 
United States. This mission is to be accomplished through (1) embargoing the 
shipment of war materials and primary strategic or war-supporting materials 
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and (2) regulating the export of commodities other than war materials so as to 
maximize the strength of the peace-intending nations in relation to the strength 
of the peace-threatening nations. Supporting these basic functions are the 
following activities: (1) Coordination of the activities of United States agencies 
concerned with security controls over exports from other countries; (2) studying 
the export control measures undertaken by cooperating foreign governments and 
supplying technical advice to such governments thereon; (3) maintenance of 
coordination in economic defense with other nations on a bilateral and multi- 
lateral basis, as well as coordinating with United Nations’ collective measures 
against aggressor nations. 

Plan of work.—MDAC functions through distribution of operating work 
among the United States departments and agencies primarily concerned with 
economic defense, with a small staff of officials directly under the Administrator 
for Mutual Defense Assistance Control providing coordination for the total 
program. In this way, the Administrator is able to utilize the specialized com- 
petence of various agencies concerned, instead of building up an entirely new 
operating organization under himself. The Administrator has established an 
interdepartmental committee structure composed of an over-all advisory com- 
mittee, a technical staff committee, and a day-to-day steering group. Activities 
in the field are organized basically under the leadership of the senior United States 
representative at each post. A Special Assistant for MDAC on the staff of the 
Special Representative in Europe (SRE) is responsible for assisting SRE in 
discharging its function of regional coordination of the MDAC program in West- 
ern Europe. Special policy, technical, or advisory teams are sent out from time 
to time to assist in critical negotiations or operations. 

Requirements.—The change in over-all requirements from fiscal year 1952 to 
fiscal year 1953 reflects operations on a going basis for a full year in fiscal year 
1953 as contrasted with operations for a program newly developing late in fiscal 
year 1952. The requirements here cover only the costs of intensified activity 
in the various agencies stimulated by the coordinated MDAC program that has 
been developed, and do not cover the costs of activities in this program area 
previously being carried on and financed by the agencies concerned. These 
requirements, hence, are calculated to provide funds for supplementing the 
resources already existing in these departments and agencies, where these facili- 
ties, together with all possible diversion of resources from other activities of the 
department or agency concerned, are inadequate to meet the new and intensified 
workload demands of the action program developed for MDAC. 


Mr. Gary. The request for this item is $500,000 for the fiscal year 
1953 as compared with $193,497 for the fiscal year 1952. 


BASIS FOR INCREASE 


What is the reason for the increase? 

Mr. Woop. The reason for that increase is that the Battle Act was 
passed, as you know, late in this last calendar year and therefore the 
expenditures involved in the administration of that act did not cover 
a full year. In view of the fact there was not a full year’s operation 
in the fiscal year 1952 under that act, the figure is considerably smaller 
than the amount that will be required for a full year. The increase, 
therefore, is reflected in the fact that the fiscal year 1953 will be the 
first year in which full operations will be carried on under that act. 

I may say that the purpose for which this request is made is to 
cover people working on the problems of administration of this act 
in the various agencies. There has not been any attempt to build up 
in the Office of the Director of Mutual Security a duplicate organiza- 
tion. There are various departments of this Government such as the 
Departments of Commerce, State, and Defense, which have certain 
responsibilities in relationship to our trade; therefore, there has been 
the maximum delegation of responsibility to those Departments for 
carrying on those operations. It has, however, involved, a consider- 
able increase in the burden of the Departments working in those fields, 
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and this request is to take’care of additional employees required by the 
Battle Act and the increased operations and responsibilities required 
under it. 

Mr. Gary. How is the act working? 

Mr. Woop. The act is working well, we think. There was con- 
siderable discussion recently in the Senate in connection with the 
proposed Kem amendment, and various data were presented there 
which indicated we are making very real progress in the direction of 
making sure that what trade does go on in all materials, or in some 
of the important materials, brings a net gain to our side. We think 
it is a very constructive act and is the way to deal with this problem 
properly and successfully with advantage to the side of the free world. 


CONTROL LISTS 


Mr. Wiaeieswortu. As I remember it, this work a couple of years 
ago was done through three lists which were described to us as: 
(1) an embargo list; (2) a quantitative control list; and (3) a watch list. 

Is that still in force? 

Mr. Woop. Yes. There are really two segments of the embargo 
list. First, under any circumstances, aid must be cut off if those items 
are shipped. Those include arms and ammunition and atomic- 
energy materials, and the like. There is a second segment of the 
embargo list where the President may exempt the country concerned, 
if it ships an item on that list, from the penalty of having aid cut off 
provided he finds that it is in the interest of the security of the United 
States to do so, and provided he makes a full report to certain com- 
mittees of the Congress. That is the only qualification to your state- 
ment that I would make. 


ITEMS NOT ON EUROPEAN EMBARGO LIST 


Mr. WiaeGLeswortH. How many items, if any, on our own embargo 
list are not on the embargo list of the European members? 

Mr. Woop. I would have to get you the exact figure? I know that 
there are a few, but a very few. 

Mr. Wice.teswortH. Will you please furnish that number for the 
record when you revise your remarks? 

Mr. Woop. Yes. 

(The matter referred to follows:) 

There are four items included in the Battle Act, title I, category B list (embargo 
items with respect to which the President has authority to direct continuance of 
United States aid if a country knowingly permits shipment), which have not been 
unanimously accepted as embargo items by the Western European countries 
participating in the informal trade security committee. These items are in 
practice subject to the same standard of control by the countries concerned and 
are, therefore, not expected to be shipped except in line with the provisions of the 
Battle Act, i. e., in unusual circumstances, or where there is an overwhelming 
security advantage to the west. With respect to category A items, although the 
specific control lists are not in all cases worded the same as the Battle Act list, the 
coverage is identical and in many cases broader than the category A list. 


CHECKS ON END-USE OF PRODUCTS 


Mr. WicGLeswortu. What is the story as to the end-use check? 
Mr. Woop. That, of course, is a very complicated story. End-use 
checking can be done by our employees only on a sample basis. We 
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or 


have, and have had for a number of years, controllers in the MSA 
or former ECA missions in Europe doing end-use checking on a 
sample basis. We have also employed various firms from time to 
time to do some of that checking. There is a very considerable 
increase in the activity and in the effectiveness of the end-use checking 
that is done by the governments of our allies in this field. 

One of the very great advances that has been made in this whole 
pieture has been the fact there has been much better control developed 
over the transit traffic through some of the free ports of Europe. 
There is quite an activity in checking back the various firms that 
have been engaged, according to knowledge we have, in trade with 
iron-curtain countries in the past. I might like to delete some of this 
detail from the record when I revise my remarks, but that briefly is 
the story on the end-use checking. 


DETECTION OF EMBARGOED SHIPMENTS 


Mr. Wiae_eswortn. How much shipment from the west to behind 
the iron curtain of goods that we think ought not to have been shipped 
has been detected in the last fiscal year? 

Mr. Woop. I cannot give you the details on that. I will be glad 
to have our expert on that subject come and appear before the 
committee. 

Mr. WiaGaiesworrtn. Has it been much, little, more or less? 

Mr. Woop. There has been a considerable increase in the items 
which have been caught, chiefly by our allies, as compared with 
previous years, and there is considerable evidence that the amount 
of shipments of goods has decreased very considerably. In Europe 
particularly the controls are taking hold extremely well. 

Mr. WiaGLteswortn. Will vou please put something in the record 
to indicate dollarwise or otherwise what it has amounted to in the 
current fiscal year as compared with the last fiscal year? 

Mr. Woop. I will put something in the record if I can. 

(The matter referred to follows:) 


ReEsPONSE TO QuEsTIONS RatsEp BY Mr. WiGcGLEsworrH June 10, 1952 


The statistical information presently being developed by the executive branch 
indicates that there has been up to now, in the current fiscal year, considerable 
reduction from the previous fiscal year in the known shipment of items of both 
primary strategic importance and lesser strategic importance to the Soviet bloc. 
As for illegal trade and smuggling, these by their very nature are impossible to 
estimate quantitatively. The evidence from areas where this problem has hereto- 
fore been critical indicates, however, considerable improvement in the situation. 
In Beriin, for instance, there are now rigid physical controls of the movement of 
goods to other areas. There have been several recent convictions by West Ger- 
man courts of persons engaged in attempting illegal trade, although most efforts 
toward prevention of such trade are implemented by administrative rather than 
by court action. Detailed examples of illegal shipments prevented by Western 
European authorities normally have a security classification and can be supplied 
on a confidential basis. 

Mr. Woop. There are some rough figures on the items that are 
regarded as of primary strategic importance which indicate that in 
the fiseal year 1951 shipments of such items amounted to about 
$7,500,000, and in the first 5 months of this year they were about 
$400,000 or $500,000. 
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Mr. Martin. Those are special circumstances, however. Many 
of those were construction items contracted for in 1948 and 1949 ani 
it so happens that in these 5 months not many of them were schedule« 
to be delivered. 

Mr. Woop. I think it may exaggerate the improvement somewhat. 
We will put some data in the record. 


DETAIL OF BUDGET REQUEST 


Mr. WiaGLtesworrn. Specifically, what is the $500,000 to do? 

Mr. Woop. The $500,000 in the budget? 

Mr. WieGteswortn. You are requesting here $500,000 as com- 
pared with $193,000 in the current fiscal year, and apparently nothing 
the vear before. 

Mr. Woop. That, specifically, will pay for the salaries and travel 
and other costs involved in the employment of people who in the fiscal! 
year 1953 will put in approximately 74 man-years. Of the number of 
people involved, 3 will be in Mr. Draper’s office, where we have 
man who reports to him and is responsible for the regional European 
operations in this field; 9 will be in Mr. Harriman‘s office here; a total 
of 26 in the Mutual Security Agency, 11 of whom are to be in the 
United States and 15 overseas: a total of 14 in the State Department, 
10 of whom will be in the United States and 4 overseas; 29 in the De- 
partment of Commerce, all in the United States; and 6 in the Depart- 
ment of Defense, all in this country. 

Then with the lapse figures, and a couple of when-actually-em- 
ploved consultants, and one on reimbursable detail, it comes to a 
total of 74.5 man-years. 

The figure estimated for that comes to $468,800 for the 74 man- 
years. The balance of the $500,000 is for travel, printing and repro- 
duction and other costs. 

Mr. WiacLteswortnH. That means out of the 74.5 man-years you 
have about 65 on this side of the water. 

Mr. Woop. That is correct. 

Mr. WiaGieswortn. That means that the bulk of the work is 
done by border guards of other nations? 

Mr. Woop. A great deal of the work is done by them. As I said 
earlier, we are asking in this particular request only for funds to deal 
with added people involved in the administration of the Battle Act. 
For example, many of the Mutual Security Agency controllers who 
have done the end-use checking for the Mutual Security Agency 
overseas will still be doing that work but will not be charged to this 
particular appropriation request. These are only the people who are 
added due to the extra requirements of the Battle Act. 


ADDITIONAL PERSONNEL OVERSEAS 


Mr. Wicaieswortu. To whom are the others charged? 

Mr. Woop. To the agency; in this case to the Mutual Security 
Agency. 

Mr. WiceLteswortu. I mean the others overseas. 

Mr. Woop. The others overseas consist only of three in Mr. 
Draper’s office, which will not be charged to his office but to the 
appropriation requested here. Then there are the 15 in the Mutual! 
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Security Agency overseas, and they will be charged to this appro- 
priation and not to the Mutual Security Program appropriation, and 
the 4 people on the State Department payroll, and they will be charged 
to this also, making a total of 22. 

Mr. WiceLesworts. You mean those engaged in this work over 
and above the 74.5 man-years are included in the general administra- 
tive expenses? 

Mr. Woop. That is correct. 

Mr. WieeLteswortH. Do you know how many there are? 

Mr. Woop. I think that it would be almost impossible to say exactly 
because they are doing work in connection with this program as well 
as work in connection with other aspects of the program. 

Mr. WiceL_eswortn. How many people did you have in this fiscal 
vear for $193,000? 
~ Mr. Woop. I would have to get that figure for vou. Twenty-five 
man-vears of work, I am told, which would be, of course, somewhat 
more than that number or employees, but they were each working for 
less than a full year. 


NECESSITY FOR DEPARTMENTAL STAFF 


Mr. Wiacieswortn. Why do you need 65 people in this country 
engaged in this work? I would think the work at this end of the line 
would be standardized and tapering off rather than increasing. 

Mr. Woop, You will note the largest number of all is in the Depart- 
ment of Commerce, which has a very great deal of work to do in 
connection with the supervision of lists of embargoed items and also 
the various export licenses that are involved from this country, and 
there is considerably increased work involved, since we are putting 
much closer control over these things, both going directly from us 
and exported to other countries with the possibility they will be 
reexported. 

Mr. Wice._eswortu. They have always had that work; have they 
not? I thought that it was pretty well standardized 2 or 3 years 
ago as far as the Department of Commerce is concerned. 

Mr. Woop. They have always had that work; there is no question 
about that. As the program develops and as the controls are tight- 
ened up all over the world, there is a very considerable increase in 
the work they have to do and the responsibilities that they have to 
carry out. 

POLICING JOB DONE BY ALLIES 


Mr. Wiaeteswortnu. I would think any increase would come on 
the other side where you really are policing the job. 

Mr. Woop. We are attempting to get as large a part of the policing 
done as possible by our allies. One of the virtues of the Battle Act is 
that it isa means of stimulating a joint effort in connection with control 
of these things, and the great bulk of the end-use checking, and the 
supervision, and the running down of possible violations, is done by 
onaerer of our allies and does not have to be done by United States 
people. 
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ADDITIONAL PERSONNEL FOR COMMERCE DEPARTMENT 


Mr. CLevencer. Did we not give the Commerce Department an 
additional appropriation for practically this same purpose in the 
regular bill, or do you know? 

Mr. Woop. I do not know as to Commerce. 

Mr. CLevencer. What is your recollection, Mr. Rooney? Did 
we not take care of them for extra checking? 

Mr. Roonry. We had the regular annual appropriation for the 
export control for the Bureau of Foreign and Domestic Commerce, 
part of which was transferred to Customs. 

Mr. CLevetanp. We gave them additional manpower for that 
purpose, I am sure. 

Mr. Roonry. We did. 

Mr. CLevenGcer. Now comes this item for another $500,000 for 
the same purpose. 

Mr. Woop. Only 29 of the employees involved in the 74 man-years 
are for the Department of Commerce, and they all represent addi- 
tional people required for the purposes of this act. 

Mr. Roonry. Do you concede this is the same as the regular export- 
control law for which appropriations have been made to the Bureau 
of Foreign and Domestic Commerce? That is not my understanding. 

Mr. Woop. It 4s not my understanding, either. 

Mr. Roonry. This is all foreign? 

Mr. Woop. Some of the work is done in the same department that 
handles our own export-control operations. 

Mr. Rooney. This is as between the countries; is it not? 

Mr. Woop. That is right. 

Mr. Gary. This is not between the United States and other 
nations but between ECA countries and other nations. 

Mr. Woop. That is my understanding, Mr. Gary. 


EscarPEE ProGRAM 


Mr. Gary. The next item we will take up is the escapee program, 
and in this connection we will insert page 28 of the justifications in 
the record. 

(The matter referred to is as follows:) 


Comparative summary of obligations, escapee program 


Escapee program: 
Actual: fiscal year 1961. —. 2. Jk. phe te ae 2d ev ace eer era, 
Hiptaee ag ictal Ver W952 ee a a Se Es 000 
Hetimato,; fiseal yest 105862 cs ee ee vive oe oh BG, 500 


GENERAL NARRATIVE STATEMENT 


On March 22 of this vear the President authorized an allocation of $4,300,000 
of the funds made available under section 101 (a) (1) of the Mutual Security Act 
of 1951 to improve the standards of care and maintenance of refugees and escapees 
from behind the iron curtain and to aid in the permanent reestablishment of these 
persons. These funds were derived from the so-called escapee provisions in 
section 191 (a) (1). The President’s action was based on the lack of sufficient 
funds from other sources to perform these tasks and on the emergeney conditions 
prevailing with respect to the refugees and escapees. Assistance in this endeavor 
has also been extended by private volunteer organizations. The refugees have 
been granted asylum in the countries bordering the iron curtain, notably Western 
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Germany, Austria, Trieste, Italy, Greece, and Turkey, whose governments are 
now carrying the main responsibility for provision of food and shelter. 

The $1,500,000, which it is estimated will have been obligated under the 
$4,300,000 allocation by the end of fiscal year 1952, includes funds for resettle- 
ment and program-operating costs. The remaining $2,800,000 will have been 
obligated by the end of fiscal year 1953. It witl be used to provide supplemental 
food, shelter, clothing, medical care, vocational training, similar services, and 
permanent resettlement for escapees. 

This use does not in any way prejudice the intent of the escapee provision to 
form escapees into military elements supporting the North Atlantie Treaty 
Organization. 

Under the terms of the Mutual Security Act the obligation of the $1.4 million 
over and above the $4.3 million already authorized would require an additional 
determination by the President; and, therefore, the above estimate must be 
considered, at the most, tentative in nature, 

Mr. Gary. It appears from this justification that the request for 
the escapee program for the fiscal year 1953 is $4,260,500 as compared 
with $1,500,000 for the fiscal year 1952. What is the reason for the 
increase in the program? 

Mr. Woop. May I ask Mr. Martin of the State Department to 
deal with this segment of the program? 

Mr. Martin. This program, Mr. Chairman, got started somewhat 
late in the year, and I think that I really can explain the reason for the 
increase by describing what we are planning to do and what has been 
done thus far. 

It is estimated that as of July 1, 1952, there will be a little over 
20,000 persons in Europe who are defined as escapees under this 
program, and that a little over 4,000 more will come in during the year. 
The people are now held in camps, in six or seven of the European 
countries. In some cases their condition is quite bad. The countries 
are poor, have not found the means, or as much desire as would be 
desirable from our standpoint, to take care of them. 

The first part of the program has been to provide somewhat better 
living conditions for the escapees pending their resettlement. 


RESETTLEMENT PROGRAM 


The second part, and the permanent part of the program, is a reset- 
tlement program by which these escapees will be moved to other parts 
of the world and a place found in which they can earn a living. This 
afternoon at 4 o’clock it is intended that we sign a contract with 
PICMME to undertake on behalf of the United States Government 
the resettlement of about 14,000 of these escapees during the fiscal 
year 1953. The contract provides the obligation of $1,400,000. to 
PICMME for this purpose, or an average of $100 a person. 

The IRO averages, I understand, have been about $250 a person, 
but they have had to cover the internal transportation costs and other 
matters. What we hope to do is to get PICMME to cover the spe- 
cific overseas transportation costs and the United States will make 
arrangements with the governments to try to share, or we will under- 
take some part of the internal costs, and also have certain moneys 
available to induce recipient countries to take these refugees who, 
from their standpoint, are less desirable as immigrants than refugees 
from the Western European countries. 

_ In addition we expect to have to spend something over $2,000,000 
in the coming year in addition to a very small amount spent this 
year on improvement of conditions at the camps. 
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I should like to make clear that as indicated in the page of the 
justification this total program adds up to an amount $1,400,000 
larger than has thus far been allocated by the President from the 
Mutual Security Act funds, and therefore the total amount proposed 
to be spent is tentative until further actions are taken to make these 
additional funds available. 

If this program is carried out, we will have as of July 1, 1953, 
according to the best estimate we can now make, about 10,000 
escapees in camps in Europe remaining to be transferred to permanent 
locations which would or should be able to be completed in the 
ensuing year at a cost lower than that provided for here. 


AUTHORITY FOR FUNDS 


Mr. Wiaciesworts. Is this $4,260,000 to be made available 
under section 101 (a) (1) of the act, or are they additional funds? 

Mr. Martin. This is under that section. 

Mr. WicGLeswortx. How many camps did you say there were? 


ESCAPEE POPULATION AND LOCATION 


Mr. Martin. I do not know the number of camps. I have a list 
of the countries and the number of persons now in the various coun- 
tries, but I do not have the number of camps. 

Mr. Gary. I think it would be well to put that table in the record 
showing the countries and the number of persons in each one. 

Mr. Martin. I will be glad to do that. 

(The matter referred to follows:) 


Estimated escapee population through fiscal year 1953 


} 


July 1, | Oct.1, | Jan. 1, Apr. 1, | June 30, 











Country 1952" | 1952 1953 1953 1953 
CN os 5c cance ehdamne eating asso ag irae 8, 860 | 9, 100 8, 440 | 5, 980 | 3, 520 
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Number escapees identified by nationality 





| 





| | | 
|Germany!| Austria | Greece | Trieste?) Turkey?) Italy 4 
SUED a RE! CMC TRE PS PIERS Seek yee: GRAY BAe rad 
saciid — 
A ats SEES aera Froictiee te Mane ng eRe Tis OER A AERTS Gea 
Balts_-----------~-------------------------| 51 | CE RE erty ener eens ean a) Meee etme 
Fu as cheep para naketcomns ch 4~Ae~ | 23 | 172 | i ER EGA OSES SDE 
O@Ghae bast ncskal au sses ei eel ae Be 
FIR axoi abcess cccos need natn wil 350 | 4,170 2 
POTMEEL wanes ck cas mak ah pba re saan eatin nas | 365 | Se RES aus 
RUMOR. oo osc csncee ceca gccnese a 49 | 890 | 16 Finda 
YB, Bodiccens Gai bath on diy Brand och 229 | 128 
GORI Fa gabckcdchacscniddstecs CaaS s SoA | 189 mnt Fn 
OR cet adinciiaweud baadonaeccunat i epee | 6 sd 
EF cick sens ede onkabe cute ae | 2,481 | 8, 304 | 1, O82 i 


! Nationality breakdown available only on escapees entering German Federal Republic since January 
1951. 

2 No breakdown available. Estimate majority would be Hungarian, Bulgarian, and Rumanian. 

’ Approximately 90 percent of 472 escapees are Bulgars. 

4 No breakdown available. Estimate majority would be Hungarian and Albanian. 


Ystimated resettlement rate, fiscal year 1953 




















First Second | Third Fourth r 
Country | quarter | quarter quarter quarter Potal 

ant a 2 EES ee Sea 
ON a eis asta dewdakesid | 300 1, 200 3, 000 3, 000 7, 500 
AUT conti a Wid west akkn cae eaeasee | 400 900 | 1, 650 1, 650 4, 600 
Fc cia diininiitin ek godinnkdnhnsemouee | 50 75 | 100 100 325 
TUNE Sadak oa aeint aie uctaseradeukns esas | 75 100 150 150 475 
Co eee hm Rok a Ee Rea en oe ae a Se 75 | 100 300 300 77 
FO a caciceidadrbnindnecekonecouand au 50 75 | 100 100 | 325 

Bar sccebihcorkiiniadh duawes een dan | 950 | 2, 450 | 5, 300 5, 300 | 14, 000 


IMPROVEMENT IN CAMP CONDITIONS 


Mr. WiaGLeswortH. What is this $1,500,000 to $2,000,000 that 
you speak of for improvement of conditions at camps based upon? 

Mr. Martin. On an estimate of spending about $150 per person 
for improvement of conditions during the fiscal vear, and an esti- 
mate that the average number of persons to be taken care of with a 
starting population of about 20,000 and a closing population of about 
10,000 will be a little over 15,000 persons, something on that order 
of magnitude, which will require about two and a quarter million 
dollars. 

These forecasts of numbers of refugees who come in are necessarily 
tentative, but this is the best that we can do at the present time. 

Mr. WiccLteswortu. That would give you a requirement of about 
$3,650,000; $1,400,000 for resettlement and $2,250,000 for improved 
conditions? 

SECURITY SCREENING 


Mr. Martin. Yes. There is also an administrative budget in this 
estimate which includes security screening, which is a rather large 
item because we want to be sure that all these people are screened 
and that we are not putting out people who have come out from 
behind the iron curtain for reasons prejudicial to our security. 

Mr. WicGteswortH. What does that amount to? 

Mr. Martin. That is projected at $576,000. 

Mr. Wiacieswortu. How many people? 

Mr. Martin. Total personnel, 49; 8 in Washington and 41 overseas. 
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Mr. Wicciesworrn. You have a little velvet in there, have you 
not? 

Mr. Martin. Do you mean in the $4,260,000? 

Mr. WiaGieswortnu. Yes. 

Mr. Marrin. I assume that must be on the basis of the figure for 
helping out in the camps, which is a higher figure than the range that 
I gave vou. 

Mr. Wiaaieswortn. Is that for food and clothes? 

Mr. Marrry. It is not for food, primarily; it is for clothing. In 
fact, the two projects that have already been authorized, one is for 
decontamination, delousing, and the other is for shoes; both for a 
camp in Greece. 

Mr. Gary. This concludes all the items in title I except adminis- 
tration and two other items, funds requested by the military for 
packing, handling, crating and transportation, in the amount of 
$700,000,000, and training by the military, which amounts to about 
$170,000,000. Those three items also are applicable to other titles, 
so I think we will consider them at the conelusion of the hearings. 

Mr. Wiaereswortn. Yes. 


EXPENDITURES FOR TOBACCO 


Mr. Gary. Before we leave title I, Mr. Wood, I have received com- 
plaints from some of the tobacco people in my district that tobacco 
is not specifically set out in the bill this year as it has been heretofore, 
and they are very much afraid that fact will decrease the expenditures 
for tobacco during the fiscal year 1953. I would like to have you 
explain that situation, if you will. 

Mr. Woop. You are quite correct, whereas in previous years 
amounts were indicated in illustrative lists of imports to be financed 
with Mutual Security Agency funds for the purchase of tobacco, that 
is not the case this year. That does not, however mean we expect 
that the European countries will in fact import any substantially less 
tobacco in this fiscal year, but rather they will be able to pay for the 
imports with their own funds. 

The figures indicate an estimated decrease, relatively small, in 
their imports in the next fiscal year, but that is due almost. entirely 
to the fact that the British last year imported much more than a 
normal year’s imports, and have reasonably substantial stocks and 
therefore in view of the tightness of their foreign exchange position are 
not expected to import as much in the coming year. 

It has been felt that it would be better in view of the fact that we 
are pushing very hard and the Congress is pushing very hard in the 
direction of emphasizing the defense objectives, defense production 
increases in the program in this coming year, that it would be better 
not to show in this illustrative list the import of tobacco, particularly 
since that does not, in our view, indicate that there will be any very 
substantial decrease in their total imports of tobacco. 

I have here a detailed statement of the subject which indicates the 
imports from the United States for the past 5 years and the purchase 
authorizations made under the ECA program for portions of those total 
imports, which I should be very glad to give you and the committee 
for insertion m the record if you wish. 























583 





Mr. Gary. I wish that you would insert that in the record at this 








vou ‘ 
; ie point. 
BS (The matter referred to follows:) 
PROSPECTIVE 1952-53 Topacco Imports or WESTERN EUROPE 
for a : : . ; os SE EAaV 
hat Pe While the illustrative list of MSA-financed commodities for 1952-53 does not 
1a include tobacco, MSA estimates that Western Europe will import almost as much 
j tobacco as in any previous postwar year except 1951-52. 
= Western Europe’s imports of United States tobacco during the last 4 years and 
In a the estimated value of imports for fiscal 1953 are as follows: 
for E Western Europe’s tobacco imports from United States and ECA/MSA tobacco 
ra ee purchases authorizations 
° Re {Millions of dollars] 
1Ss- a ag s = ; = 
for . Total imports Pruchase 
of i from United authoriza- 
States tions 
ut Stel. ROE ae Speeds ses iistaien cic 6: : e =m 
es, bs 1948-49. __ ; 164 140 
y 1949-50 _ - 175 1t4 
1950-51 207 132 
1951-52 249 17 
1952-53 (estimated) = epee" | et ene ae 
3 The moderate decline forecast for next year from the level of imports in fiscal 
m~ 2 1952 results from a decline in anticipated imports by the United Kingdom because 
co A that country’s purchases in fiscal year 1952 were unusually large—some 220 
re 2 million pounds. Annual United Kingdom consumption of United States 
fee a tobacco is about 150 million pounds. In view of the very difficult dollar position 
ss “ facing the United Kingdom, we think it reasonable to anticipate that the United 


Ju Poe Kingdom will reduce its purchases from the high level of this year and, if necessary, 
will draw from current relatively large stocks. 
The value of ECA-financed tobacco purchases constituted a relatively large 


Ss 
‘d : proportion of Western European imports of United States tobaeco in the early 
a years of the Marshall plan, but declined sharply in fiscal 1952 (see column 2 
ut above), while fiscal 1952 total imports continued to increase. The fact is that 
ct : Western European imports of American tobacco are not determined by the volume 
3g of MSA-financing of tobacco but by the total dollar resources available to Western 
os ; Europe. As these resources increased concomitantly with European economic 
j E 3 recovery, Western Europe was in a position to buy inereased quantities of Ameri- 
‘an tobacco with free dollar resources. For 1952-53 we anticipate that Europe's 
n free dollar resources will permit it to continue to meet its minimum requirements 
Vv for United States tobacco and under such circumstances believe such purchases 
: should be made. 
a The use of MSA funds in fiscal 1953 to finanee those commodities most directly 
(| required for Kurope’s rearmament program not only reflects our direct interest in 
e i the success of this rearmament program but increases Europe’s ability to finance 
with its own resources those numerous commodities which are essential to the 
: maintenance of its basic domestic economy, including tobaceo. The effect of 
‘ Europe’s rearmament program on the pattern of its imports is primarily to in- 
Cc crease Europe’s need for certain machinery and equipment, certain raw materials 
nl and the like which go rather directly or indirectly into activities supporting the 
r increase in Europe’s defense effort. This includes modest quantities of cotton 
. and some other agricultural commodities. 
The exclusion of tobacco from the list of MSA-finaneced commodities for 1952-53 
y : is not intended to imply that the United States considers tobacco imports as 
either inappropriate or undesirable. On the contrary, its contribution as a 
. revenue raiser and to morale is very important indeed. But the rearmament 
; program, itself, probably does not substantially inerease the requirements for 
F American tobacco. It seems to us logical, therefore, that our financial assistance 
l ; should be used primarily to help finance the additional import requirements 
’ growing out of the rearmament program, leaving for free dollar financing those 
requirements which are less affected, if at all, by such program. 
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Mr. Woop. It does show, interestingly enough, that it is expected 
that in the coming fiscal year imports of tobacco by these European 
zountries will in fact be larger than in most of the postwar years. 

I may say, as Mr. Cleveland has pointed out, the really significant 
aspect of this whole question of lists of imports is the total imports 
and not only those financed by the Mutual Security Agency. Cer- 
tainly it is true that if help had not been given to these countries in 
the past their business activity and their levels of consumption could 
not have been such to have made it possible to import anything like 
the amount of tobacco which has been imported since the war. 

(Discussion off the record.) 

Mr. Gary. We consider that tobacco does have a definite defense 
value insofar as the morale of the troops is concerned. 

Mr. Woop. That is certainly true. Our own soldiers wanted 
cigarettes almost before they wanted anything, including ammu- 
nition. 

Mr. Gary. Exactly. We sent a great many cigarettes to the 
soldiers and made provision for them to get cigarettes in the front line, 
and they still do in Korea. It is a part of their ration. I think it 
has a very beneficial effect upon their morale. I take it that the gen- 
eral aid program, although tobacco is not specifically mentioned in the 
list, will enable them to spend a certain amount of money for tobacco 
that they would not otherwise be able to spend. 

Mr. Woop. That is quite true. There is a considerable amount of 
the revenues of these countries that comes from the taxes on tobacco 
products. They tax them very steeply indeed, so I quite agree that 
tobacco has a considerable importance aside from the desire of our 
own tobacco people to maintain their markets. 

Mr. Gary. I remember very distinctly when I was over in England 
in 1947 they were complaining of the heavy taxes that we were putting 
on Scotch at that time. When they complained to me I reminded 
them of the exorbitant taxes they were putting on tobacco. 


EUROPEAN PAYMENTS UNION 


Mr. Wiaciesworrtu. Reference has been made repeatedly to the 
European Payments Union. Can you tell us what the dollars-and- 
cents picture is as far as Uncle Sam is concerned with respect to that 
European Payments Union? How much have we put in and how 
much more, if anything, are we likely to put in in the next fiscal year? 

Mr. Woop. We put in originally $350,000,000 pursuant to a permis- 
sion granted by the Congress in the authorizing legislation in that year 
to do so. In addition, approximately $11,000,000 was put in through a 
complicated arrangement involving the ending of aid to Sweden. 
The exact figure is $11,395,000, and the transaction took place in this 
fiscal year. That is all that has gone in, and I may say our present 
thoughts are that there is no intention of putting any more American 
dollars into it. We have been taking the position that the Union, 
having been established and having been extremely successful in in- 
creasing intra-European trade by making currencies convertible so 
that, for example, the vegetables that formerly rotted in Italy could 
in fact be moved in exchange for products to countries that needed 
those fruits and vegetables, and having done that, having increased 
the intra-European trade very substantially, this is an agency or 
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organization which ought to be financed in the future by the Euro- 
peans themselves. It is hoped, of course, that ultimately this will 
lead to a wider currency transferability and therefore the whole 
organization is regarded as a step, and a valuable step, in the direc- 
tion of a much wider convertibility of currency throughout the world. 

Mr. Cleveland reminds me of one other thing. Technically, while 
we have not, as I said, put in more than the amounts indicated, nor 
do we intend to put in any more directly to the Union as capital con- 
tributions, there are certain countries in this that, for one reason or 
another, chiefly due to their poverty, are chronic debtors, cannot 
even with their trade in Europe pay for the goods they need to import 
from Europe, and we have used some of the country aid to make 
available to these countries dollars which they pay to settle their 
deficit in the Union. In that sense there are additional amounts. 
The countries concerned are chiefly Greece and Austria, and Turkey 
to some extent. 

FUND TOTALS 


Mr. WiceteswortH. What does that total amount to? 

Mr. CLevELAND. On the basis of the new figures we will have to 
reestimate the total amount that will go through in that fashion. 

Mr. WiaGLeswortH. What has it been to date? 

Mr. CLEVELAND. Last year it was in the neighborhood of 
$156,000,000. 

Mr. Wiaeiteswortn. Is that likely to continue? 

Mr. CLEVELAND. Yes. The total amount on the basis of the Lisbon 
plan would have been about $165,000,000. The amount that actually 
goes to these countries for payments to the European Payments 
Union next year will depend upon the total aid figures for these 
particular countries. 

Mr. WiagLteswortn. That is all taken out of defense aid? 

Mr. CLeveLtaNp. Yes. These are included in the amounts we have 
already discussed, country by country. In other words, in some cases 
these regular defense support funds are used to a relatively small extent 
to cover deficits with the rest of Europe which arise from the fact these 
countries are constant debtors. 

Mr. Wiaeiteswortn. There are only three countries? 

Mr. CLevetanp. Three. Iceland was included previously in the 
same category, but will not be from here on. 


SUMMARY OF TITLE I 


Mr. Woop. Could I briefly summarize what we think we have here 
in title 1?) I would just like to point out that the title I situation is 
one ia which we are in fact getting, according to what we can see, 
somewhat more men under arms in Europe for about one-tenth of 
the amount that will be spent on our own Military Establishment in 
the United States. 

That is no argument against spending the necessary amounts on 
our own Military Establishment, but it does indicate if this program 
is properly financed and properly administered we are getting some 
pretty inexpensive defense in the way of men under arms. As a result 
of the 30-percent cut in the authorizing language, we already are 
going to have to adjust downward the figures as to what we might 
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get by way of men under arms, military production, pay of European 
troops, and all the other things that had been planned and would 
have been possible, but this is a complicated question. 

It seems to me this is the central issue that we are trying to place 
before this committee. I just wish to summarize by stating that 
we have tried to design this program in such a way as to get the most 
for our money. It can be done by two main means; by furnishing end 
items that our allies cannot supply themselves, which amounts to 
about half the end items they need, and by furnishing defense support 
which permits our allies, by adding their own resources to the common 
effort, to build up this very substantial fighting foree. 

We get allies whom we will need and who will fight well. 

I just wanted to restate that point briefly as to the reasons we are 
before you with this request in title T. 

Mr. Wiecteswortrn. When vou sav “one-tenth,” is that in terms 
of equimment, maintenance, or both? 

Mr. Woop. Total cost of the military establishment. 

Mr. WicGLeswortu. You mean that you can equip a division and 
maintain it for one-tenth? 

Mr. Woop. No, I am doing it even more simply and perhaps in a 
somewhat oversimplified way. I am saying that the total amount of 
the executive branch request for end items and defense support was 
somewhat under $5,500,000.000 in title I: that our own Defense Es- 
tablishment, and obviously and necessarily it is a much more expensive 
one, is to develop somewhere between 3 and 4 million men under 
arms. More of them will be under arms and on active service than 
will be the case in the establishments in Europe. But those under 
arms or readily mobilizable in Europe will constitute a larger number 
than in the United States Military Establishment, and the cost of the 
United States forces would be somewhere around 10 times the amount 
that is requested for the military end-item training and defense- 
support item in title I. 

Mr. Wiaciesworrs. Per vear? 

Mr. Woop. For this period we are talking about, 1953. The 
reason for this is obvious, namely, we do not by any means pay the 
full cost of these defense establishments in Europe, whereas we do pay 
the full cost of the Defense Establishment in the United States. Also, 
that the costs of raising, training, and equipping of a division in 
Europe, as General Olmsted testified, with lower rates of pay—less 
elaborate arrangements, that the foreign soldiers are willing to accept 
and that we would not want our boys to accept—all those elements 
make the dollar equivalent of what the Europeans spend on their 
defense establishments go considerably further insofar as the ultimate 
result of the military establishment it will buy is concerned. 

It is the marginal amount which we can put in there through our 
support, both in end items and in defense support, that permits these 
countries to develop these very sizeable defense establishments. It 
is a means of getting a very inexpensive addition to our free world de- 
fenses for the reasons that I have just indicated, and T am personally 
convineed—and I hope that I can convince the committee—it is a 
worth-while expenditure. It is not throwing away money on a 
bunch of foreigners; it is a distinctly useful and inexpensive way of 
adding to the defense against this very serious threat that exists, and 
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it also, of course, has the advantage of being designed to hold an area 
which strategically, and from the standpoint of its productive capacity, 
is of the most vital importance to our own security. 

I did not want to make an extensive speech, but T thought that it 
might be useful to the committee if I presented this brief summary. 

May I make one further brief comment? We have tried to indicate 
honestly the answer to the question—Are our allies doing, or are they 
likely to do, their part? We have not tried to gild the lily, or claim 
that thev are perfect. We have tried to indicate where the strengths 
and weaknesses exist. I think that we have succeeded in showing 
that the trend is in the right direction, that their own effort, their own 
resolution, and their own military expenditures are designed to con- 
tinue to increase; in other words, we are moving in the right direction 
in this program, not only as judged by their expenditures, the men 
they are raising, the length of service, but also by the very important 
movement toward unification in this area. 

It is, as 1 think any fair-minded man will recognize, not proper to 
say that a poorer country can put the same proportion of its income 
into defense as a richer one can, any more than we can tax our own 
citizens of different levels of income at the same tax rate. We are 
not here as apologists; we are here trying to lay the facts before you. 

Finally, there has been a considerable amount of discussion of this 
question of the gold and dollar reserves. J] think the committee must 
decide on the basis of the evidence presented to it whether it seems 
wise to require a greater use of reserves in those cases where countries 
have recently built up those reserves slightly. 1 would .only call to 
the attention of the committee that one of our very difficult problems 
in this area has been the economic weakness and the very recent 
experience of the peoples of Europe with violent inflation which has 
caused all sorts of difficulties. 

The reserves of these countries, all of them, are way below what is 
a safe level of reserves in the light of the volume of their trade, and 
the amount of transactions that have to be financed, and all of you 
gentlemen who have been overseas know that people in these countries 
very carefully watch the reserves of the central banks there, and if 
there is a sudden drop there is a tendency for people to start hoarding 
their money, not to invest money, and so forth. 

Our judgment is that the program put before you goes just as far 
as it is safe to go in our own interests in using up some of the gold 
and dollar reserves which these countries have. 


Near East ano Arrica—Tirie I] 


Mr. Gary. We will now consider the request for title 1], which 
embraces the Near East and Africa. We have already considered 
Greece and Turkey in this program, insofar as military support is 
concerned. 

In connection with this we shall insert at this point in the record 
the table appearing on page 79 of the justifications, which shows 
that the request for title I] for the fiscal year 1953 is $741,430,500, 
as compared with $561,737,841 for 1952. 

(The matter referred to follows: ) 
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Comparative summary of obligations by functions and activities 








Actual, Estimate, Estimate, 
Function and activity fiscal year fiscal year fiscal year 
1951 1952 1953 
Military assistance: 
tll letra ON a De eet Se Ne A Me a CE $204, 719,191 | $395, 689,799 | $615, 107, 732 
co ES ALAND REL UL » Cok Ss Be aay Reb OS 2, 482, 598 8, 757, 042 7, 018, 973 


Total direct obligations (military) - 
Add reimbursable obligations (matériel) 


Total obligations 
Deduct carry-over from 1952 
Deduct reimbursable obligations______- Pichia oat bk caus 


Appropriation request (military)_...............----.--- 
Technical cooperation: 
Bilateral technical cooperation. ____ eR, rt i - 
Deduct carry-over from 1952. ._._.....--... abs Eki latch 


Appropriation request. -___._..-- 


Palestine refvgee program ; 
Deduct carry-over from 1952. . 


Appropriation request - -__._- US ate a 65.0 E Se ae LG Br 


Relief and resettlement of refugees entering Israel__- 
Deduct carry-over from 1952. __...______- 


Rp PHOT 5. 3 ee 


Recanitvlation of all functions and activities: 
Total direct obligations _- 
Add reimbursable obligations. (matériel) 


Total obligations 
Deduct carry-ever from 1952_. 
Deduct reimbursable obligations_.__.............-...-..-- 


Appropriation request title IT..................-..----.- 












































297, 201,789 | 404,446,841 | 622, 126, 705 
852,162 | 1,035, 000 1, 035, 006 
298, 053, 951 | 405,481,841 | 623, 161, 705 
ee | —61, 810, 205 
| > --5-|---+---------- | —1, 035, 000 
ti v Fudan _.| 560, 316, 00 
| 3,809,790 | 56, 256, 000 50, 822, 750 
ioe sem nc oe 
| --| 50, 822, 750 
25, 450, 000 | 50,00, 000 00 | “60, 063, 250 
| 60, 063, 
* ~ 50, 000,000 | 70, 228, 00 
art ey PERE RE pe eee! a see 
| | be 70, 228, 000 
2 = oe and 
326, 461, 579 | 560,702,841 | ~ 803, 240, 705 
852,162} 1, 035, 000 1, 035, 000 





| 327,313, 741 | 561, 737, 841 | 


804, 275, 705 
—61, 810, 205 
—1, 035, 000 





| 741, 430, 500 





Note.— Obligations have been adjusted by functions and title to conform with the appropriation structure 


proposed for 1953. 


Mr. Gary. We shail also insert at this point in the record pages 


81, 82, and 83 of the justifications. 
(The matter referred to follows:) 


Comparative summary of obligations by activity 





Activity 


Actual, 
fiscal year 
1951 


Estimate, 
fiscal year 
1952 


Estimate, 
fiscal year 
1953 





Matériel 
Training 


| $295, 571, 353 


$396, 724, 799 





} 2) 482) 598 | 8, 757, 042 
298,053,951 | 405,481,841 | 





| 


$616, 142, 732 


7, O18, 973 


| 623, 161, 705 


' 





GENERAL NARRATIVE 


The fiscal year 1953 budget 
tinuing the provision of matériel and training 


STATEMENT 


for Greece, 


estimates for title II provide in general for con- 








Turkey, and Iran to 


assist these countries in modernizing their forces and developing sufficient defen- 
sive capabilities to act as a deterrent to outside aggression. In addition, it will 
assist Greece and Iran in maintaining internal security and preventing dissident 
elements from gaining dominance. 

The primary emphasis of the proposed programs is on modernization of,equip- 
ment in the hands of the forces, maintenance of United States equipment on 


hand, training, and supplving of limited quantities of minimum essential initial 
issue of equipment for new units. 
in the programing of requirements. 
The admission of Greece and Turkey into NATO has resulted in knitting more 
closely together the ties of the free world in resisting Communist aggression. 


The JCS screening criteria has been followed 
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The forces of Greece and Turkey have demonstrated most effectively both their 
skill and their sincere interest in collective security by their part in the United 
Nations operations in Korea. 

The program for Iran is based primarily on maintenance of internal security 
but with limited capacity to resist aggression. Training of forces is a major 
element in the program. 

All requirements in the program are based on lists submitted by the United 
States missions in the country concerned, 


Matériel—Comparative summary of obligations by major category 





| Obligations 
| 
BS : Prien At f any ee eer eee ste 
Major category | Actual, | Estimate, | Estimate, 
fiscal year | fiscal year | fiscal year 
| 1951 | 1952 j 1953 








$36, 001,107 | $128,625,195 | $199, 716,110 
38, 408, 720 | 6, 676, 130 6, 625, 586 
4,688,714 | 4, 493, 903 | 3, 668, 896 
9, 868, 973 21, 315, 630 } 28, 985, 947 


Aircraft, spare norte. 4 aero iccancecaiibel and Seateiee Rihaswestes 
Vessels bake es 

Vessel equipment pk hci decd ati 0 sit Setieh Aas aie 
Electronics and other signa] equipment--_-_-----...--------.-- 











Bah VPS SR ae ee ne RY 4, 750, 000 |--- as 


Ordnance equipment and supplies 131, 012, 516 135, 373, 308 286, 224, 603 
Engineering equipment and supplies --| 22, 588, 341 | 9, 712, 785 | 10, 668, 611 
Quartermaster equipment and supplies - | 11, 540, 098 57, 659, 100 | 26, 344, 898 
Medical equipment and supplies : ; cioewed 3, 967, 944 | 2, 096, 578 | 1, 731, 800 
Chemical equipment and supplies. --_-_.. seta 279, 689 67, 635 | 139, 683 
Petroleum, oil, and lubricants. __._.--------.------ ea 1, 097, 962 | 63, 286 | 
Subtotal (matériel) ‘ ------| 259, 454, 064 366, 083, 550 564, 116, 134 
Repair and rehabilitation of United States excess__......-..-- 6, 906, 646 3, 839, 808 395, 018 
Total, matériel, repair and rehabilitation of United | | | 
States DELL hn ceeibb eon uokeubbnons sch scee .-| 266, 360, 710 | 369, 923, 358 564, 511, 152 
Accessorial costs. ---- Pn RS eo SNES RLS Ne ee ee. ea 14,098,643 | 22, 051, 441 51, 631, 580 
} | 
| 


15, 112, 0 


Rages Geeet REL, CIELO DE. wn on ween sandaneneden 


Acquisition cost of excess items — included in total matériel 
estimate) --...- ‘ 





Matériel by services: 





Army __..- Dania et a dhe wien a 2a celta tite _.| 160,767,443 | 174,411,445 | 309, 297, 167 
i es Be a i a Cea aincb anaes | 71,807,880 | 27,624,798 | 23, 356, 317 
Air Forces.....-------- dient EIN RE A Bill BK satin | 62,996,080 | 194,688,556 | 283, 489, 247 
{———. —— a 

Ti anak ce san | 295, 571,353 | 396,724,799 | 616, 142, 732 








! Includes comparative transfer of $7,197,957 from title IIT. 


Training—Comparative summary of obligations by satapory 
































| 
| Number of spaces Cost to United States 
. | | | 
Category Actual, | Estimate, | | Estimate, ; Actual, Estimate, | Estimate, 
fiscal year | fiscal year fiscal year | fiscal year | fiscal year | fiscal vear 
1951 1952 1953 | 1951 | 1952 | 1953 
| 
1, Formal training, ZI_....__- 1,113 | 2, 880 702 | $1,977,120 | $4,021,876 | $2, G44, 820 
2. Formal training, 0/S_...__. Bs | 960 | 240 | 191,100 | 637,178 | 297,540 
3. Mobile training teams._-. -- 18 13 13 | 124, 592 | 173, 520 | 205, 030 
4, Technical assistance... .__- 3 38 | 27 | 14,817 | 606, 747 424, 160 
5, "Dig RR see es a rae beaudenes .-| 112,206 | 1,960, 681 | 20, 200 
eB eee ee Ser SS Se | 62, 763 | 236, 412 | 84, 020 
(Ae ae a Ra fi eA Sipe ee Dona. | RING: MOU tE TS Sa GE reeds aii 
8. Training expenses of mis- | | | 
Rs a pects 861 | i) _-| 1,120,628 | 3, 412, 203 
| | 
1 Re ae 1, 372 | 4, 752 | 2,164 | 2 2. 2, 598 8, 757, 042 7, 018, 973 
Recegteaietion by services: | | | 
_ (SP aaa eae §22 | 1, 829 1,204 | 1,110,971 |} 4,27 3, 406, 159 
N igs Ra es TES 237 | 1, 903 | 374 | 333, 577 2, 335, 619, 214 
Air Force !. - | 613 | 1, 020 | 586) 1,038,050 | 2, 47, 780 | 2, 993, 600 
| CO ERR a Tey 1, 372 | 4, 752 | 2, 164 2, 482, 598 8, 757, 042 | 7, 018, 97 3 


i 





! Air Force and Army training aids reflected in matériel program, 
2 Includes comparative transfer of $37, 833 from title ILI. 
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MILITARY AID 


Mr. Gary. The only country besides Greece and Turkey in this 
area which is receiving military aid, [ believe, is Iran. We shall now 
take up the military aid to Iran. 

General Oumsrep.+Mr. Chairman, and gentlemen, before speaking 
about Iran specifically, I would like to make this point again about 
the military presentation to date. We have laid before you the 
program exclusive of the very real potential of Germany, and exclusive 
of the very real potentialities of Yugoslavia and Turkey. 

We have presented to you a program where the Western European 
nations are providing, under the Lisbon plan, nine divisions to stand 
along with each one of ours, which is exactly the reverse of the situation 
in Korea, where 9 out of every 10 U. N. soldiers are Americans. This 
tigure does not include the South Korean forces. 

Mr. WieGcLeswortn. Off the record. 

(Discussion off the record.) 


SOUTH KOREAN FORCES ENGAGED IN KOREA 


Mr. Gary. There are a large number of South Korean forces now 
engaged in Korea, and they are at the present time defending a large 
sector of the front in Korea. 

I was informed when I was over there a few weeks ago, that, since 
they have been trained and properly equipped, they are now making 
excellent soldiers. 

General Otmstrep. That is right, our commanders think very 
well of them. 

Mr. Gary. Right from General Van Fleet on down they all praise 
the South Korean troops. 

Mr. WiecLteswortn. Off the record. 

(Discussion off the record.) 


EFFECT IN REDUCTION IN SIZE OF FUNDS 


General Otmstep. Now, the point I want to make, Mr. Chairman, 
and gentlemen, is that any reduction in the authorized funds will 
reduce our cability of providing our share of the equipment for forces 
which these other countries will produce, and will therefor limit the 
combat effectiveness of these forces. To be more specific, as an 
example, it may necessitate our reducing the provision for ammuni- 
tion which would lessen the ability of these divisions to fight success- 
fully if necessity arose until such time as we could resupply them with 
the necessary ammunition. 

I want to make that plain, because I do not want to create any 
misapprehension in the minds of the committee about the thinness 
with which we are programing here, the risks that we are taking in 
spreading our equipment across the maximum number of divisions, 
and at the same time lessening the combat back-up at this point in the 
build-up program, 

Mr. Wiec.ieswortn. Let me ask one more question off the record. 

(Discussion off the record.) 








NaS eee sed 
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MILITARY ASSISTANCE PROGRAM 


General OtmsrEp. Mr. Chairman, and gentlemen, you have before 
you photostatic sheets showing the funds requested for the 1953 
Jranian program broken down ‘by service and also by military end 
item. 

(Diseussion off the record. ) 

General Otmsrep. The actual program after revision, Mr. Wiggles- 
worth, was this other figure. 

During World War II, at the expense of the Iranian Government, 
the United States supplied a training mission for their gendarmery, 
which is something in the nature of State police. It performs some 
civil and some law enforcement functions. 

Subsequently, also at the expense of the Iranian Government, the 
American Army put a training mission in there for the purpose of 
tactically training the Iranian Army. 

With the advent of the Mutual Defense Assistance Program, we 
then set up a military assistance advisory group to administer the 
Mutual Defense Program, and have subsequently merged the military 
assistance advisory group personnelwise with the Army mission. 


INTENT OF PROGRAM 


The intent of our program in Iran is to provide sufficient internal 
forces for the maintenance of internal security and stability 

I will tell you off the record of the forces as they now exist. 

(Discussion off the record.) 


STATUS OF IRANIAN ARMED FORCES s. 


General Oumsrep. The Iranian armed forces have achieved a 
limited degree of modernization as a result of the United States grant 
of military aid, and are presently estimated to have the capability of 
maintaining internal security and of preventing the infiltration of 
irregulars from other areas. 

The Iranian forces are not accorded capability against a major 
power of conducting more than harassing or delaying actions. 

Segments of the armed tribesmen and the military forces could be 
expected to continue guerrilla operations in the event the country were 
overrun by an enemy. 

The Iranian Government provides complete support for the armed 
forces, with the exception of the end items and maintenance equipment 
which are being provided by the United States. 

There are four small arsenals in Iran which provide small quantities 
of rifles, machine guns, and ammunition, all of very good quality, I 
might add. I was over there last summer and inspected those arsenals. 
They also make the uniforms, shoes, and housekeeping equipment for 
their troops at Tehran. 

These plants are dependent upon foreign sources for much of their 
raw materials and tools. 

Now, if I may go off the record. 

(Discussion off the record.) 

General OtMstepD. Now, with your permission, I will ask Colonel 
Klein to present the Air Force program. 


20806—i52———_38 
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AIR FORCE PROGRAM 


Colonel Kue1x. Mr. Chairman, and members of the committee, 
inasmuch as Iran is, comparatively speaking, a rather backward 
country we would expect to find, and it is a fact that we do find, an 
inadequate foundation upon which to build a modernized air force. 

As a consequence their programs, both the past programs and the 
1953 program, are designed to continue the support of aircraft that 
are already in the possession of the Iranian Government. 

These aircraft they obtained through the Surplus Property Act 
and by other means. Accordingly they had a limited number of 
American aircraft even before MDAP started. 

We did provide them in the fiscal year 1950 with a few liaison type 
aircraft and training aircraft. Our 1951 and 1952 programs provided 
support equipment, spare parts, and additional equipment to main- 
tain, fighter-bomber squadrons of conventional type aircraft, recon- 
naissance squadrons and transport squadron. 

Our 1953 program, again, is just for the continued support of these 
units which I have enumerated. 

(Statement off the record.) 

I would like to pass out copies of the 1953 program to the chairman 
and the members of the committee for their perusal. I would be glad 
to answer any questions you may have on the matériel program. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

General Otmstep. Commander Danforth. 


NAVY PROGRAM 


Commander Danrortu. Mr. Chairman, and members of the sub- 
committee, the fiscal year 1953 is the first year of a Navy program in 
Iran. It is not alarge program. It is designed to assist the Iranians 
in carrying out their requirements for internal security. 

I would like to pass out the programs so that you may look directly 
at them. 

Mr. WiaeLesworta. Off the record. 

(Discussion off the record.) 

General Otmstep. Colonel Corbett for the Army. 


ARMY MATERIEL PROGRAM 


Colonel Corserr. Mr. Chairman, and gentlemen of the committee, 
you have before you the matériel program for Iran for the fiscal year 
1953. 

The objectives of this program are to provide support for the 
equipment that has been included in previous MDAP programs, to 
provide a limited amount of modern equipment to meet the deficiencies 
of the Iranian Army and gendarmery, to provide 1 year’s allowance 
of training ammunition, and certain matériels not otherwise available 
to enable indigenous production of munitions, 

Mr. Gary. Off the record. 

(Discussion off the record.) 
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Economic ASSISTANCE AND TECHNICAL CoopERATION—TITLE II 


Mr. Gary. We will now consider the economic assistance and tech- 
nical cooperation program under title IT, and, in that connection, we 
shall insert page 91 of the justifications in the record at this point. 

(The matter referred to follows:) 


Comparative summary of obligations by activities 








gp ie este eles Estimate, Estimate, 
Activity Act ual, fis cal fiscal year fiscal year 
year 1951 1982 1953 
| 
1 Technical cooperation: Bilateral technical cooperation... __- $3, 809, 790 | 1 $56,256,000 | $50, 822, 750 
Polomties SOtNE TUONTAT nn on ey kane seen 25, 450, 000 50, 000, 000 | 60, 063, 250 
3. Relief and resettlement of refugees entering wa ae 50, 000, 000 | 70, 228, 000 


Ne ct ah ininnen dn dence nn cakintdnbdicnn deine 29, 259, 790 156, 256,000 | 181, 114, 000 
' 





i Includes economic assistance program for Jordan. 


Mr. Gary. From this table it appears that this program is divided 
into three classifications, first, technical cooperation, which is bilateral 
technical cooperation, and the estimate for that for 1953 is $50,822,750, 
as compared with $56,256,000 for 1952. 

Then we have also in the program the Palestine refugee program, 
for which the request for 1953 is $60,063,250, as compared with $50 
million for the fiscal year 1952. 

Then the third item is the relief and resettlement of refugees entering 
Israel, for which $70,228,000 is requested for the fiscal year 1953, as 
compared with $50 million for 1952. 


PauestTiInE ReruGee PrRoGRAM 


Now, as I understand it, vou prefer to take up the Palestine refugee 
program and the relief and resettlement of refugees entering Israel 
before proceeding with the bilateral technical cooperation program. 

Mr. Woop. That would suit us better if the committee has no 
objection. 

Mr. Arthur Gardiner, of the State Department is here to testify on 
the Palestine refugee program, and then over here on my left is Mr. 
Stanley Andrews, whom I think the committee knows. He is the 
Administrator of the point 4 program and he has with him his deputy, 
Mr. Jonathan Bingham. They will carry on first with the relief and 
resettlement of refugees who have entered Israel, and then with the 
technical cooperation program in this area if that suits the committee. 

Mr. Gary. All right, sir, that is agreeable to the committee. So, 
we will start with the Palestine refugee program, and in that connec- 
tion we shall insert pages 99 and 100 of the justifications at this point 
in the record. 

(The matter referred to follows:) 
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Unitrep Nations RELIEF AND Works AGENCY FOR PALESTINE REFUGEES IN THE 
NeAR East 


Comparative summary of obligatione—General planning budget, fiscal year 1953 


Actual, Estimated, | Estimated, 
fiseal year fiscal year fiseal year 
1951 1952 1953 


1. Relief services _ Seer ee ..| 1 $42, 502, 777 $27, 000, 000 $18, 600, 000 
2. Reintegration oper: itions. : ara sed Ee ks i 2, 478, 150 52, 000, 000 100, 000, 000 


Total obligations ; eS <a “44, 980, 927 79, 000, 000 “Ls. 000, 000 
United States share of contributions Lan Ser re - ..| 225, 450, 000 50, 000, 000 60, 063, 250 


! Obligations shown are for the said May 1, 1950, through June 30, 1951, the first period of operation o! 
the United Nations Relief and Works Agency for Palestine Refugees in the Near East. 
2 Actual fiscal-year-1951 contribution. For the period May 1, 1950, through June 30, 1951, the United 
States contributed $27,450,000. 


GENERAL NARRATIVE STATEMENT ON THE PALESTINE REFUGEE PROGRAM 


The major portion of the $60 million requested in this appropriation is to 
enable the United Nations Relief and Works Agenc~r for Palestine Refugees 
(UNRWA) to continue with the reestablishment of a substantial percentage of 
over 800,000 Arab refugees from Palestine who have been receiving aid in the 
form of direct relief, or of works projects, through United Nations agencies since 
December 1948. ‘The proposed solution for this problem, as determined by the 
United Nations General Assembly, is to find homes and employment opportunities 
for these destitute and homeless people. During fiscal year 1952 some progress 
was achieved in this direction. The over-all plan of the Agency calls for the 
reintegration of 150,000 refugee families, representing almost the entire refugee 
population, into the Near East economy. Some 90,000 of these families are of 
rural background and might be resettled on the land at a cost of $1,900 per family. 
The remaining 60,000 families made their living in urban and v illage communities 
in Palestine where the wage-earning members were skilled and semiskilled workers 
and artisans. Training and placement services will be used to help these people 
to find work opportunities as they arise. This aspect of the program will,, 
according to present estimates, cost on the average about $500 per family. 

A 3-year $250,000,000 program (July 1, 1951, to June 30, 1954) to carry out 
the reintegration plans of the Agency was approved by the Sixth General Assembly 
of the United Nations. Commitments under this reintegration program may 
reach $50 million for the first year ending June 30, 1952, $100 million the second 
year, and $50 million the third vear. If so, the United Nations Relief and Works 
Ageney has estimated that relief expenditures might be cut from $27 million in 
fiscal year 1952 to $18 million in fiscal year 1953. The cut in relief presupposes 
that reintegration projects and other expanding enterprises in the Arab States 
will provide continuing employment for many thousands now destitute. 

From the beginning of the original United Nations relief program in 1948 to 
the end of 1951, total governmental contributions and pledges amounted to $153 
million. Forty-three nations have contributed either cash, services, or supplies. 
Of this total, the United States contributions and pledges amount to $93,450,000, 
or 61 percent. For the fiscal year 1953, the sum of $60,063,250 has been author- 
ized to enable the United States to pay its share of a proposed total budget of $118 
million. In view of the magnitude of the $250 million 3-year program and the 
difficulties in raising this large sum, it is possible that the contribution of the 
United States to the program may rise to a larger percentage than in the past. 
However, it is intended that the United States contribution should in no case 
exceed 70 percent of the total contributions of other governments, and that pay- 
ments will be made on the integration program only to the extent that such pay- 
ments will insure progress toward reduction in the relief rolls. 

The alleviation of the refugee problem in the Near East is a major objective of 
the United States policy. The present plans of the United Nations Relief and 
Works Agency for Palestine Refugees offer the best hope for the settlement of the 
problem and are consonant with United States interest in, and desires for, the 
improvement of political and economic conditions in the Near East. 





to 
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Mr. Garpiner. Mr. Chairman, may [ proceed, sir? 

Mr. Gary. Yes. 

Mr. Garpiner. With your permission, sir, and the indulgence 
of the committee, | would appreciate making a few remarks off the 
record. 

Mr. Gary. Yes. 

(Discussion off the record.) 

Mr. Garprner. On the record, then, sir. 

It was last year that we came to you and asked for a very substan- 
tial contribution to this United Nations program to represent the 
first portion of a 3-vear plan which, we hope, may settle or solve the 
problem of the Arab refugees from Patestine. 


NUMBER ON RELIEF ROLLS 


As you know, during the thick ot the conflict in Palestine these 
people numbered as many as 1,000,000. There were 1,019,000 on the 
relief rolls of the United Nations at one time. These numbers have 
now been reduced to a tittle less than 850,000. 

Mr. Gary. Off the record. 

(Diseussion off the record.) 


TOTAL AMOUNTS AVAILABLE FOR ISRAEL AND PALESTINE 


Mr. Gary. Are the amounts shown on page 91 the total amounts 
for Palestine and Israel? 

Mr. Garprner. Mr. Chairman, in reply to your question, the assist- 
ance for Israel includes $70,228,000 shown on page 91, to which should 
be added $2,772,000 shown on page 94 for the technical-cooperation 
program, making a total of $73,000,000 for Israel. 

On the Arab side, sir, the Palestine-refugee program is shown on page 
91 as totaling $60,063,250, to which should be added $21,717,000, 
representing proposed programs for technical cooperation in the Arab 
States, or a total of approximately $82,000,000 for the Arab States. 

Mr. Gary. Where does the $21,717,000 show? 

Mr. Garpiner. On page 94 of the justifications. 


CONTINUING UNITED STATES INTERESTS 


I should like, sir, to make clear to the committee that we have a 
continuing United States interest in this program and in this problem. 
There are numerous reasons for our continuous interest. In the first 
place, the dispute over the Suez Canal between Great Britain and 
Egypt, and the recent tension throughout the Near East have come at 
& most crucial moment in our efforts to build up the security of the 
area. 

The Palestine refugee problem is one of the most serious dangers 
to our security in the Near Fast. 

Second, no real security can be obtained in the Near East until 
peace is obtained between Israel and the Arabs. The refugee prob- 
lem is the principal obstacle to this peace. 

Third, Communist propaganda continues to exploit the plight of 
the refugees. 
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Fourth, the presence of the refugees is a constant reminder to the 
Arab world of what is considered the anti-Arab intervention of th: 
west in the Palestine case. 

The refugee is, therefore, a symbol about whom all disident forces 
can rally. 

CONSTRUCTIVE PLAN OF ACTION 


T am glad to be able to report action which was taken a year ago 
by the Congress, final action baving been taken late in October, 
which has enabled us to move forward with a constructive plan to 
remove this obstacle to peace and security. 

Mr. Roonry. What is the constructive plan? 

Mr. Garprver. The constructive plan is a plan which was adopted 
at the General Assembly of the United Nations looking to a 3-yeai 
program ot relief and rehabilitation of these people. The General 
Assembly, meeting at the sixth session in Paris, approved a program 
of the United Relief and Works Agency w hich is estimated to cost, 
over a 3-year period, $250,000,000, of which $200,000,000 is for settle- 
ment and $50,000,000 for relief. 

Mr. Rooney. Is that the total amount of the subscription to that 
program? 

Mr. Garprner. That is the total amount, sir, of the proposed 
subscription. 

Mr. Roonry. What was the amount of the United States share? 

Mr. Garpiner. The amount of the United States share, sir, is at 
a figure to be determined by Congress. We have determined in the 
administrative branch that under no circumstances should our share 
of that program exceed a total of 70 percent. Actually, the list of 
contributions and pledges to the work of the Relief and Works Agency 
to date indicates that the United States share is slightly more than 
60 percent. I think, sir, that the United States interest in this part 
of the world is so genuine and real that if we were not joined by our 
colleagues in the United Nations we might nonetheless wish to solve 
the problem with our own resources. 

Mr. Wiacieswortn. I notice that you say that the contributions 
may rise as high as 70 percent. 

Mr. Garpiner. My statement was that we have determined that 
under no circumstances should it exceed 70 percent. We will try 
our best to obtain contributions from other members of the United 
Nations to keep that percentage down. 

(Discussion off the record.) 


CONTRIBUTIONS TO REFUGEE FUND 


Mr. Garptner. Mr. Chairman, with your permission, I might 
insert in the record at this point a ‘table of contributions and pledges 
made to the agency since the inception of the program which was 
undertaken by the United Nations beginning December 1, 1948. 

Mr. Gary. It will be inserted in the record at this point. 

(The matter referred to follows:) 
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Contributions and pledges to the United Nations Relief and Works Agency for Pales- 
tine refugees in the Near East and its predecessor agency, United Nations Relief 
for Palestine Refugees 



















































































| | 
| Estimated UNRWA jas 
| } ‘ 5 3 Total of both 
UNRPR | UNRWA | JUly 1, 1951, through programs 
Dec. 1, 1948, (May 1, 1950, Une 30, 1952 
Members of the United Nations rig eee a ot a ee ke a ace 
Apr. 30, | June 30, | L hate | ae 
1950, con- | 1951, con- ‘ie tatus of | Contribu- | I we 
tributions | tributions | Pledged | ee | tions and | “Sb. 
| | ‘May 1, 1952| Pledges 
Afehapistet. 6 io5-osd-65tn~e~<3 $5, 600 | 2 aL : a: ce $5, 600 | 0.01 
Argentina... .. 2. -555-~---- al $50, 000 | _- 50, 000 . 03 
Australias. on nash ks nceg ak 325,806 | 250,000 | — $350, 000 i eae 925, 806. | 60 
Belgium ......--------------+--++ 441, 180 | 6, 000 | 30, 000 : 477, 180 | .31 
(ES dl, Se ERE ae ETS, | 5, 000 | 5, 000 | $5, 000 | 10, 000 | Ol 
Caneabe Gia ey eet a ted 1, 040,616 | 1,400,000 |__- bcs ce) OSES PS + 1,50 
Denmark , SES | 130, 480 | 14, 500 | 06. 000 13... 202, 980 | a 
Dominican Republic------------ . 10, 000 | 5, 000 |_-- | 15, 000 | 01 
Egypt ei Gok ae 2,822,052 | 2,396,300 | 391,223 | 391,223 | 5,609, 575 | 3.67 
E] Salvador.........-...---- Bi SR 4 185 | 500 | 500 | 500 | ve 
RUMORS Gis cntcousee eae ; nt 25, 500 |_- 4 25, 500 | .02 
Wi dente vee istnsmenes 1, 867,380 | 2,857,000 | 2,571,400 | 1,714,285 | 7, 295, 780 | 4.77 
rp pene? SR NA Se Ae eee ees : 698) | 56, 287 | 56, 287 | 94, 508 | 06 
Hondieet?. kann sos Ripka Pied 2, 500 | 2, 500 | 2, 500 | ol 
ERLE SEER ie 2B E 69, 666 | Pa, See eis 69, 666 05 
TiN oo eco atiden Keoagauaies a 30, 000 | 30, 000 123, 396 08 
NN ce ra ae aa kad sae ay §92, 598 | 980, 000 |... fades _| 1,872,598 | 1. 22 
THOM S52 nn cckee cook ee oe ae 718, 919 | 114, 350 | 57, 500 | 3, 855 890, 769 | 58 
pe RT Rae ies ee 1, 302, 915 | 690, 100 | 99.000}... 2, 026, 015 | 1.32 
EAINGIMUNIN ES soos densi sinnns 5, 209 | 2, 000 | 2,000 | 2,000 | 9, 209 01 
MiG as Be UES ate Tibertiwiais kates ates 115, 600 |_.--- 5 | 115, 600 . 08 
Netherlands_.--.----- eES he Dae | ..| 25, 000 | 25,000 | 25, 000 . 02 
PRO PN oo tis tie wa nena 320, 732 | | 210, 000 | 210, 000 530, 732 230 
NNSHEEES «fan ccasctwn cesswen ase 60,475 | 60, 000 | 14, 000 | 14,000 | 134,475 | 09 
et! RUS SE pe Cape SO Re 2 ee 223, 380 | 90, 000 | 90, 000 | 90, 000 403, 380 | . 26 
PIE i tn ckescnetenmecdi-aa eee | 10,000 |__. x 10, 000 | 01 
Sandi Arabia. .....-..--- cokers 142, 356 | 37,650 115,000 | 115,000 | 295, 006 | .19 
at Rate ET GPS ie teas ape 104, 457 | y & ae ee 124, | 06 
thie. RES ty eee 2, 325,171 | 580, 100 | 00,000... .........-| 3 965,37 1.94 
TUPRRG fo 5 erste ht aa onee Oe) ae eos da shes Ae 206, 333 | aid 
Union of South Africa... .-..-.--- 39, 687 | ee ae iz 39,687 | 03 
United ho. . oacenscicn~s- 4,435,484 | 6, 200,000 | 12, 400, 000 | 8,000,000 | 23,035,484 | 15.06 
United Kingdom loan to the | | | } | 
Hashemite Kingdom ! of Jordan ie | 2,800,000 | 4,200,000 | 4,200,000 | 7,000,000 | 4.58 
United States... ______......| 16, 000, 00€ | 27, 450,000 |250, 000, 000 | 30,000, 000 | 93, 450, 000 | 61.09 
Venezuela_ ...-.---.-- SRS eet 14, 925 |... weil ye 34, 925 | . 02 
bas SRR FS Re SS eres 9, 863 | RE aA Rone Cea eres, 9, 863 | 01 
Weenies Sh fe cpeeekies ic lnce 2 35, 200 | Coes era eee 80, 200 | 05 
OTHER GOVERNMENTS 
Vi ee ee cutee Poe fl ae ~ Se 20, 927 20, 927 | 56, 739 | 04 
oe tie Bee RS Se ee : ES ae: SURE ay Re _| 96, 774 . 06 
Hashemite Kingdom of Jordan. 1,262,771 | 459, 50€ 168, 000 | 84,000 | 1,890,271 | 1, 24 
Wi 4s tS bees arse siktedan ewe , Be, | ya Oa FEE e een ERA eas 27, 764 | .02 
bt, RR | Ae a y RM at = oe 31, 500 | 31, 500 31, 500 | . 02 
on EE EEE cynical esas Soe emer ees 20, 895 | 20, 895 20, 895 | - OL 
Southern Rhodesia............-.-|-------- 0 eee ee 19, 600 19, 600 | 19, 600 | 01 
ON ee i ahs oe ee me, epee: Hope 144, 000 | 144, 000 144, 000 | .09 
SS, Ee a ae a ay ae cs eS” es, one 5, ES : 68, 34 | . 04 
Vint eM 8 ies el isis mes PU ee Eee Re ee 5, 000 | 5, 000 5, 000 | + 
gic | GAN, rey Ri eae Se wie 35, 173, 586 | 46, 473, 000 |871, 321, 932 \345, 185, 572 3152,968,518 | 100.00 
Private contributions_...-..---.-- 1, 439, 963 | 2, 260, 778 | 486, 440 | 486,440 | 4,187,181 |.------ 
SW caaied ike sine sania 36, 613, 549 | 48, 733, 778 | 71, 808, 372 | 45, 672,012 |157, 155, 699 |..---.-- 
| H { | 











) The United Kingdom loans to the Hashemite Kingdom of Jordan are considered as part of the United 
Kingdom contribution to the total program. 
_ ? $50,000,000 has been authorized. The United States pledged $30,000,000 for fiscal year 1952, with an 
indication that the United States is prepared to increase this amount to $50,000,000 dependent upon the 
progress of reintegration plans, and provided that the United States contribution does not exceed approxi- 
mately 70 percent of total resources made available by other governments. 

> The Governments of Lebanon, Syria, Jordan, Egypt, and Iraq have contributed direct aid and services 
for which figures are not yet available for the current year. The total contributions of these countries for 
the period May 1, 1950, to June 30, 1951, amounted to $5,106,000 and it is expected that their contributions 
for the current year will approximate that amount. The additional of these amounts to the total program 
will result in some changes in the percentage distribution. 
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Mr. Garprner. The table before you, sir, indicates a very wide- 
spread interest in the program. 

As might be expected, the most substantial contributions are found 
in the ranks of the United States, the United Kingdom, and France. 


SUPPORT FROM OTHER NATIONS 


We have reason to hope, sir, for the second year of the program 
we will get substantial support from the United Kingdom and also 
from France, and I am glad to advise you, sir, that our friends in 
Canada have also indicated that it is quite likely their Government 
will make a contribution that could be in the seven-figure category. 

Mr. Gary. They made contributions in 1950 and 1951. 

Mr. Garpiner. Yes. 

Mr. Gary. And have not made any since. 

Mr. Garptner. No, but they have one under current consideration. 

Mr. Wieciesworrn. You indicate that 43 nations have con- 
tributed. 

Mr. Garpiner. That is correct, I believe, Mr. Wigglesworth. 

Mr. Wieeciesworrn. A total of $853,000,000, and of that the 
United States has contributed $93,000,000, roughly? 

Mr. Garpiner. Contributions and pledges to date. 

Mr. Wiceiteswortn. And for the fiscal year 1953 there is a budget 
of $118,000,000, of which we are supposed to contribute something 
over $60,000,000? 

Mr. Garpriner. The original request of the executive branch was 
for a contribution of $65,000,000. That has been cut by the action 
of the House and Senate to a total of $60,063,250. The reason for 
the odd figures there is because of the committee applying an across- 
the-board percentage cut. 

Mr. WiaeGLteswortnu. There has been no commitment, as I under- 
stand as to the percentage of our contribution. 

Mr. Garpiner. No commitment whatsoever, and our representa- 
tives on the delegation to the United Nations have been assisted in 
the deliberations by Members of the House and Senate—a vear ago by 
Senator Sparkman and this year by Congressman Vorys of Ohio—and 
have been very diligent in protecting our interests in doing all they 
possibly can to obtain maximum support from other countries. 


RESETTLEMENT PROGRAM 


I think that I was speaking, sir, of the program of resettlement, 
which was estimated to cost $200,000,000 for the 3-year period. 
This is based on the best calculations that the staff of the United 
Nations Agency could make as to the possible division of the 150,000 
more or less refugee families as between farming families with a rural 
background who might be resettled on the land, and urban families. 
The best statistics we have indicate that 90,000 of these families are 
of a rural background, and it is calculated that to find new farms, to 
build the aecess roads, to find the necessary supplies of water on land 
that needs to be irrigated, the cost per family might average as much 
as $1,900. For the urban family we hope to arrange for settlement on 
much less costly terms; perhaps $500 per family. 

As this program moves forward it is estimated that the refugees 
themselves, of course, will be able to provide a good deal of the 
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work on the resettlement schemes. It is hoped to cut the relief 
budget of the agency from the $27,000,000, which it cost us in the 
current fiscal year, to $18,000,000, and then finally to $5,000,000 for 
the third year of the program. 

Those estimates perhaps are hopeful ones, but the purpose of the 
estimating has been to bring realization to the other countries con- 
cerned in the Near East that this prograra of relief must not be allowed 
to continue forever, and that these countries must, if they possibly 
can find a way, bestir themselves to find ways and means to solve the 
problem. 

Now, what are the hopes for a solution? It is obvious that you are 
asking a great deal of a country to accept an influx of many hundreds 
of thousands of citizens, even from a neighboring friendly state, even 
if they are people with whom citizens of the host country is allied in 
language and religion. As I think I said in this room a year ago, 
this is as if northern Virginia were asked to accept the entire popula- 
tion of the District of Columbia. It is a staggering problem in human 
terms. We think that with the possibility of developing the resources 
of the Near East through assistance of the International Bank and 
through the assistance of the point 4 program, and with the funds 
provided pursuant to this request, that we can move ahead with very 
substantial rehabilitation and resettlement, and the current informa- 
tion we have from the countries concerned bears out my statement. 


RELIEF PROGRAM COST 


The cost of the relief program may be of interest to vou. It is still, 
on a unit basis, costing us rather less than $3 a person a month to 
feed, clothe, house, and provide medical care and a minimum of 
educational services. 

Mr.Wieqa._eswortu. For how many people? 

Mr. Garpiner. For the 850,000. That seems to many of us a 
pitifully small figure. We are providing rather fewer calories than 
are needed for a man doing a full-time job, but we have maintained 
the health of the refugee population, thanks to a very brilliant piece 
of technical assistance done by the World Health Organization. 

The United Nations authorities are carrying out educational plans 
within the limits of their resources, and have prevented so far the 
calamity from becoming a complete catastrophe. We now hope to 
move ahead with a successful plan indicating a very real recovery for 
the difficult problem in the Near East. 

Mr. Gary. How much longer has it to go? 

Mr. Garpiner. Well, sir, the 3-vear plan began as of last July 1 
and will therefore end on June 30, 1954. That is the program. We are 
going to do the best we can, and our representatives on the Advisory 
Commission on the United Nations can be depended upon to do the 
best they can to bring that program to a conclusion, but when I] 
say that, sir, I should certainly like to protect the State Department 
and the United Nations in the record by indicating that it is a 3-year 
program which we hope to carry out in 3 years, but very great diffi- 
culties may interpose and it may take longer. 

On the other hand, we are committed in our previous testimony to 
use this money beyond the requirements for relief only for projects 
that will lead to a solution of the refugee problem. 








600 






LOCATION OF REFUGEES 












Mr. WicGieswortnH. Where are these refugees? 
Mr. Garpiner. There are 200,000 refugees in the Gaza strip. 
Gaza was a town, which, with its hinterland, formerly supported 
about 70,000 people. Now, it is about 270,000, including the refugees. 

There were 108,000 refugees in Lebanon, a little country to the 
north of Israel, and there are about 83,000 in Syria. 

There are 465,000 in Jordan, and there are about 20,000 in Israc! 
itself. 

Mr. WiaeLteswortu. What do you mean by “reintegration of 
families’’? 

Mr. Garpiner. By “reintegration”? we mean the reestablishment as 
productive members of the near eastern community. 
(Discussion off the record.) 

















RESETTLEMENT 







AREAS 


Mr. Wiacieswortu. Is it contemplated to resettle these people 
in countries other than those in which they now are? 

Mr. Garptner. It is so contemplated, sir. The most hopeful! 
projects we have are in Syria, which has the space, the rivers to de- 
velop, and I think if this program works out as we hope, you will see 
a very substantial movement from Gaza and from Jordan, and to a 
lesser extent from Lebanon, into Syria. It is conceivable substantial 
numbers might go to Iraq. In Iraq, as Mr. Andrews will tell you 
later, are great possibilities for very substantial economic and agricul- 
tural development. 

Jordan is a country of limited possibilities. It already has perhaps 
reintegrated as many as 150,000 refugees. It might be good for 
another 150,000 if plans mature for the development of irrigation in 
the Jordan Valley, and if other rather lesser schemes can be brought to 
fruition. 

Mr. Wiceieswortx. What is your figure of $1,900 per family 
based upon? 

Mr. Garpiner. Well, sir, that is based on an averaging out of 
various unit costs. 

In calculating this figure, Mr. Wigglesworth, the United Nations 
authorities have worked from a minimum of $50 for what it might 
cost to place a man in a job in another country, whereby he could 
become self-supporting, to as much as $2,000 to $3,500 per family for 
development of agricultural programs on hand, mostly irrigated. 





















BUILDING PROJECTS 







Mr. WieeieswortxH. Do you mean that contemplates building of 
projects to which they could move? 

Mr. Garpiner. That is correct, sir. 

Mr. Wiecitesworth. How many projects? 

Mr. Garpiner. Well, sir, the projects are under consideration now 
between the agency and the governments of the countries concerned. 
We have no list of projects. I would mention the possibility of the 
development of the Jordan Valley itself as being the most hopeful one. 
We have possibility for development in Syria by extending the 
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irrigation works on the Orontes River; by working on the Euphrates 
River; and by finding new lands that can be operated on a rain-fed 
farming basis through the development of roads and other facilities. 


FINANCING THROUGH BANKS 


Mr. WicGLesworrH. You referred to aid from the banks. Are 
they private banks or the World Bank? 

Mr. Garpiner. I think that we should have reference primarily to 
the World Bank, to the Bank for International Reconstruction and 
Development, which is very interested in the possibilities in that part 
of the world, particularly Lebanon and Syria. It happens that the 
Kingdom of Jordan is not a member of the bank and is not eligible 
for International Bank loans. 

Mr. WiceLteswortu. How much has been done to date, if anything, 
by banking or other sources other than governmental contributions? 

Mr. GarpinerR. Both Syria and Lebanon are in treaty with the 
International Bank. No line of credit has been established. They are 
considering various projects very closely. 

Mr. WiccLteswortH. You had $50,000,000 for that purpose in the 
current fiscal year. How much of that has been expended? 

Mr. Garpiner. We have expended $30,000,000, sir, and it is very 
likely that we shall be called upon momentarily by the United Nations 
for the balance. The papers are in process. We think that money can 
be committed against firm resettlement projects in Syria and in Jordan, 
and we have indications from our friends in the United Kingdom that 
they will accompany that commitment so we can maintain our pro- 
portion of contributions at the levels that I have discussed with you. 

Mr. WiaGLeswortuH. You received this money in October. 

Mr. Garpiner. Yes. 

Mr. WicGLeswortu. And you spent $30,000,000 in 8 months? 

Mr. Garpriner. That is correct. 


CONTRIBUTIONS PLEDGED 


Mr. Roonry. In the next to the last column in the exhibit presented 
to us a while ago you show a total of $152,968,518 in both contribu- 
tions and pledges. How much of that sum is actual contributions? 

Mr. Garpiner. I would have to examine the table a minute. I 
think it is clear from the table. Would you want me to give you the 
figure now, or insert it into the record? It is obtainable by a reduction 
from the two previous columns. 

Mr. Rooney. I am wondering at the moment whether it is an 
amazing figure. The effect at the moment would be better than a 
deferred effect. 

Mr. GARDINER. Just give me a moment, sir, and I will try to 
produce it. 

The total payments, Mr. Rooney, are nearly $92,000,000. 

Mr. Rooney. How long have those pledges been outstanding that 
make up the difference between $92,000,000 and the $152,000,000? 

Mr. Garpiner. Well, sir, the principal pledges outstanding there, 
I think, would be those of the United Kingdom and the United States. 
We have considered for the purposes of this table that the $50,000,000 
is a pledge. We have $20,000,000 outstanding. In the case of the 
United Kingdom there is about $5,000,000 outstanding. 
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Mr. Gary. Are you not wrong about that $92,000,000 figure? Is 
it not $126,000,000 that represents the co. itributions? 

Mr. GARDINER, You are correct. The total contributions. sir, 
are shown as $35,000,000 in the first column. 

Mr. Gary. $46,473,000, and $45,185,000, which makes the total 
of $126,831,000. 

Mr. Garpiner. That is correct, with about $25,000,000 pledged 
and not paid to date, which is primarily the United States and the 
British proportion. I thank you, Mr. Chairman. 

Mr. Gary. We will adjourn until 10 o’clock tomorrow morning. 

















——_— 





TUESDAY, JUNE 17, 1952. 





Revier AND ReseTrLEMENT OF ReFuGeEes Comina Intro Israri 
Mr. Gary. The committee will come to order. 
We will consider this morning the request for relief and resettlement 
of refugees entering Israel which is included as a part of title IT. 
The request for this item for the fiscal year 1953 is $70,228,000 as 
compared with $50,000,000 for the fiscal vear 1952. 
In this connection we will insert page 101 in the record at this point 
(The matter referred to follows:) 






















RELIEF AND RESETTLEMENT OF REFUGEES ComINnG Into ISRAEL 






Comparative summary of obligations by major project category 







[Thousands of dollars] 





| | 

/ 

| Actual fiscal Estimate | Estimate 

| year 1951 fiscal year 1952 fiscal year 1953 










Major project category 




















| 






| 
1. Ag rricultt ire, forestry, and fisheries.........__- — LX dabwdeaee $12, 000 | $23, 100 
2. Health oad wean itation ~ a _ : | 1, 000 
3. Natural resources, public works, and transportation = 2, 200 5, 000 
4. Edueation : ani ane lree RES eee : mee eo = 

5. Industry, handicraft, and housing OE ON 11, 300 15, 400 






6. Public administration and Government services_- eee a 
7. Joint economic commissions and surveys. ...... s ae, eee ere eee © ees 
8. Maintenance of essent ial supplies. ee: Cape. ee aene . site aited egies teiietienbas 24, 500 25, 728 







50, 000 













NARRATIVE STATEMENT 





The mergeney aid program of $70.2 million is designed to meet the minimum 
needs of Israel for immediate relief and absorption into its economy of its tre- 
mendous refugee population. The amount requested, viewed in conjunction with 
all other sources of exchange available to Israel, will not allow any relaxation 
of Israel’s present severe austerity program. Approximately $25.7 million of the 
total $70.2 million requested is for foods, fibers, fodders, and fuel for relief needs; 
approximately $16.4 million is for housing and similar projects designed to re- 
move over 290,090 refugees from tents and huts into decent conditions; the 
remaining $28.1 million is designated for projects in industry and agriculture to 
provide the means of self-support for these people. The latter programs are 
integrated with the bilateral technical cooperation program to insure the efficient 
and proper use of the emergeney aid requested. In addition to joint United 
States-Israel framing of the programs for utilizing the technical assistance and 
emergency aid funds, the United States will have jeint control over the Israel 
pound counterpart to be deposited against the emergency aid, thus insuring the 
maximum use of local resources in complementing the dollar assistance, 
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GENERAL STATEMENT 


Mr. Garpiner. With your permission I should like to address my 
remarks to this problem, and then at the conclusion of the discussion 
if I could have 3 or 4 minutes, | would like to discuss the relationship 
of this problem with our problems in the Arab world because I do not 
think the two programs can be disconnected. 

The promotion of Israel’s political and economic stability and its 
integration into the Near East on a sound economic basis are among 
the primary objectives of our policy in the Near East. 

To carry out this policy we have consistently sought, both within 
and outside the framework of the United Nations, to encourage 
peaceful settlements between Israel and its neighbors; to stimulate 
economic development and thus create conditions favorable to the 
economic viability and the effectiveness of the vital near eastern 
region. 

Israel is passing through severe financial difficulties. This is a 
result of the present inadequacy of its agriculture and industrial 
resources to support its population. Its foreign exchange reserves 
are largely exhausted, and it is living from hand to mouth on receipts 
and short-term borrowing from abroad. 

The internal economic situation is a very difficult one with soaring 
prices and depreciation in the value of the Israeli pound on the foreign 
exchange markets of the world. 

In an effort to solve these difficulties the Israeli Government has 
idopted, and is continuing with, an austerity program which reduces 
expenditures for consumer goods to an absolute minimum. ‘The per 
capita meat ration is one-third of that of the United Kingdom. 

Israel’s income tax rates are among the highest in the world, and 
they have been designed to reduce consumption. 

Vigorous steps have been taken by the authorities of the Israeli 
Government and the friends of Israel abroad to raise funds privately, 
and they also have, as is wéll known to this committee and the 
Congress, sought substantial assistance from the United States. 

To meet the current problems of Israel we propose, sir, as indicated 
on page 101 of the budget justifications, assistance in the amount of 
$70,228,000. This is directed as thé illustrative breakdown shows, 
largely to programs of economic development which it is hoped will 
make the country viable within a reasonable time. It will be noted, 
sir, that $23,000,000 is allocated to agricultural projects; $5,000,000 
to other natural resources and $15,000,000 to industry, handicraft, 
and housing projects, leaving approximately $26,000,000 for the 
maintenance of essential civilian supplies. 

I should explain, sir, this program is administered pursuant to the 
legislation in section 205 of the Mutual Security Act of 1951, which 
provides for the assistance in such form as the President may direct 
for specific refugee relief and resettlement projects in Israel. 

In our interpretation of that law, sir, we earmark the “Maintenance 
of supply” amount, $26,000,000, as a specific refugee relief project 
and the remaining sum, approximately $44,000,000, as resettlement 
projects for refugees. 

It is obvious unless we can add to the economic potential of Israel 
that it will be impossible to make the State economically viable within 
a reasonable period of time. 
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Now, in administering the program of assistance for the fiscal year 
1952, you will recall, sir, that sums were not voted until late in October, 
and it was some time before the administrative facilities of TCA got 
under way. Under those conditions, with Israel faced with a financial! 
crisis, it Was necessary on two occasions to meet accounts of the Israeli 
Government which had already been obligated by them which repre- 
sented sums of money required for the kind of items indicated on the 
illustrative program, but that was done, necessarily, on a past-due 
basis. 

Now, it is our hope that in the current program of $70,000,000 if the 
Congress in its wisdom decides to appropriate that sum, we will be 
able to put the accounts of Israel on a current basis and use that 
money, not to pick up bills that have already been incurred, but to 
meet current obligations in such a manner that we can tell that we 
are making a substantial contribution to Israel’s economic viability. 


AUTHORITY FOR CURRENT PAYMENTS 


Mr. Taser. In this current year you have been using money to pay 
bills already incurred? 

Mr. Garpiner. That is correct. 

Mr. Taser. Where did vou get that authority? 

Mr. Garpiner. The authority, sir, is found in section 205 of the 
Mutual Security Act of 1951. Section 205, Mr. Taber, of the Mutual 
Security Act, pursuant to the committee print of January 1952, issued 
by the Committee on Foreign Affairs, reads as follows: 

In order to assist in the relief of refugees coming into Israel, not to exceed 
$50,000,000 of the funds authorized under section 203 here may be utilized during 
the fiscal year 1952, under such terms and conditions as the President may pre- 
scribe, for specific refugee relief and resettlement projects in Israel. 

Mr. Taser. That would not satisfy me as authority for paying 
bills that had been contracted before the appropriation was made. 

Mr. Garprner. I think, sir, these bills were not contracted before 
the appropriation was made; they were contracted after the appropria- 
tion was made. 

I would repeat, Mr. Chairman, that it is the intention to put this 
program, insofar as we possibly’can, on a current basis. 


HEALTH AND SANITATION PROGRAM 


Mr. Gary. This item of $1,000,000 for health and sanitation, how 
is that handled? 

Mr. Garpiner. That would be administered, sir, through the group 
of technicians provided under the act for international development. 
To that, I think Mr. Andrews will be prepared to speak more directly, 
as he is directly concerned with this program administration, but it 
would provide for essential medical supplies to provide for the safety 
and health of the population. 

Mr. Gary. That is a part of the technical assistance program? 

Mr. Garpiner. You have a situation, sir, where the technical 
assistance group would be able to administer the supply program. 

Mr. Gary. We are not just turning $1,000,000 over to Israel. It 
is being administered by technical assistance authorities. 

Mr. Garpiner. That is correct, sir. 
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DETERMINATION OF TOTAL REQUEST 


Now, if I may proceed, Mr. Chairman, to describe how the total 
request was reached, we sent a specialized group of economists to 
examine the position in Israel last autumn. 

After taking into account the resources of the country, which 
include: One, exports and services supplied abroad; two, sales of 
bonds, which are being sold largely to the American market to pri- 
vate individuals; and three, direct contributions which are made 
largely through the United Jewish Appeal, it was determined that 
$79,000,000 was about the sum required to insure that the Israel 
imports would be maintained at the austerity level, and at a level 
which would permit a reasonable amount of economic development. 

Now, the program was originally presented to the authorizing 
committees as $76,000,000 for emergency aid under section 205, and 
$3,000,000 for aid under the act for international development. 

It has since been reduced by the authorizing committees to the 
figures which you are now considering, $70,228,000 for section 205 
and approximately $2,750,000 under the act for international devel- 
opment, making a total assistance figure for Israel of $73,000,000. 


REFUGEE POPULATION 


Mr. Gary. How many of these refugees do you have now? 

Mr. Garpiner. The population figures, sir, I can provide for you. 

The total population of Israel as of April 30, 1952, consists of 
1,425,000 people of Jewish extraction and 176,000 Arabs. The 
population as of May 14, 1948, at the time that the British mandatory 
authority was withdrawn, was 650,000 Jewish people. That indicates, 
sir, there has been an ingatbering of 775,000 Jewish people since May 
14, 1948, less the amount of the natural increase in population through 
birth. Approximately 725,000 refugees have come in. 

The Jewish authorities have estimated that perhaps as many as 
300,000 of these Jewish people are now making a full productive 
contribution to the economy; the others finding their way in reception 
centers and in camps where they are employed, but where they do not 
make yet a full productive contribution to the Jewish economy. 

Mr. Gary. What is the situation as to the increase? 

Mr. Garpingr. The ingathering, sir, substantially stopped early 
this year. There are signs of a slight resumption of immigration, but 
the immigration has now been put on a more selective basis and, as 
we understand the situation, the tempo of immigration, because of the 
facts, the economic facts with which Israel is faced, has been very 
sharply reduced. 

Mr. CLevencer. How many Arabs were there in the country in 
1948? 

Mr. Garpiner. Mr. Clevenger, in 1948 the calculation of the Arab 
population in the Palestine mandate was 1,388,000. Now, I account 
for that Arab population roughly as follows: 

There are 70,000 of those Arabs located in Gaza, which was part of 
the Palestine mandate but which is not a part of Isarel; there are 
280,000 of those Arabs who are located in Arab Palestine, which was 
part of the Palestine mandate but which is not a part of Israel. In 
addition, there are 176,000 Arabs in Israel for which I have accounted. 
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The balance of the Arabs, sir, of which you get a total of approxi- 
mately 950,000 people—and these figures again, sir, would be adjusted 
for the population increase in the 4 years—have either been resettled 
in neighboring Arab countries, approximately 150,000, and the others 
are the 850,000 on the United Nations relief about whose difficulties 
I talked yesterday. 


ABILITY TO SUSTAIN POPULATION 


Mr. Taser. You have presently a population that is only about 
two-thirds what it was in 1948 when we were not doing any of these 
things, and yet the Arabs and the Jews that were there must have 
been living. It seems that if you took one-third of the population out, 
there ought to be enough there to maintain the people. 

Mr. Garpiner. Mr. Taber, actually I think my arithmetic would 
show that there are three-quarters as many people today in Israel as 
there were in the Palestine mandate in 1948. Israel does not embrace 
the entire Palestine mandate. It does embrace most of the good land 
in the Palestine mandate, but the fact is that there is vet a good deal 
of Arab farm land that has not yet been farmed to the hilt by the 
Israeli people. 

Mr. Taser. Why not? 

Mr. Garpiner: They are taking steps to do that. It is difficult 
to bring a man in from Rumania or Czechoslovakia or Iraq, who may 
have been an urban citizen and turn him loose tomorrow with a plow 
or a hoe and a rake and say, ‘You farm this land.”’ . They are doing 
their best, but that has not occurred. That is one of the reasons for 
this disparity which you have perceived in this calculation. 

At the same time, it is perfectly true, and I would be the last 
person who would wish to gloss this figure over, that an attempt is 
being made in Israel to establish very considerably higher standards 
of living thin were enjoyed by the previous populatioa of the mandate. 

Mr. Taper. It does not make too much sense to be moving a flock 
of people around, getting them into a situation where the country 
cannot sustain as much population as it had before, and then have to 
have very substantial relief going on. It is rather difficult for an 
ordinary fellow to understand why a problem is approached on that 
basis. That is not the way to make the world better nor to get good 
will nor to meet your responsibilities. 

I believe in facing things as they are and squaring them away, but 
this does not look like that. : 

Mr. Garpiner. Mr. Taber, the decision to make a national home 
for the Jewish people in Israel was taken by the British Government 
in consultation with the American Government during the First 
World War. It is a long and difficult history, sir. The decision to 
permit large-scale immigration after this war was not one, sir, in 
which many of us now engaged in the State Department had any 
direct part. We are now faced with a situation. We are faced 
with what I consider an obligation to those Jewish people who were 
driven from their hemes in Europe. We have taken steps as a 
Nation to support this proposal. I did not do it. We have taken 
steps as a Nation to make it possible for those people to go live in 
Israel, and I feel we would face a period of greatest unsettlement in 
the Near East if that process were now reversed. 
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Mr. Gary. You said that you wanted a few minutes to talk abeut 
the Arabs. 
AMOUNT OF AID PER CAPITA 


Mr. CievenceR. You have three items here for $18,000,000 for 
this one year. 

Mr. GARDINER. Yes. 

Mr. CLEVENGER. What does that figure up per capita? 

Mr. GarpDINER. For the per capita of Israel, if I can take a rough 
figure of 1,500,000, and if you divide the 1,500,000 people into 
$73,000,000, you get a figure per capita of approximately $50. Fifty 
times 1,500,000 is $75,000,000. On a per capita calculation on the 
Arab world, you can find, if you like, that vou are dealing with 
40,000,000 people, and 40,000,000 people divided into $22,000,000 
gives you a per capita of about 50 cents. 

I would not make such a gross calculation in my own mind, or in my 
ewn business. You will find, sir, that many of the Arab States 
included in the 40,000,000 population are fairly well off. Egypt is 
having current difficulties, but by and large Egypt is a wealthy 
country. Iraq benefits from increasingly large oil royalties. The 
Arab countries that are badly stuck are the countries that do not 
possess the oil, and the countries that have given refuge to the refugees, 
and those are the countries of Jordan, Syria, and Lebanon; and there 
I think we are faced with a very real problem. It is not a problem, 
sir, of our own direct making when we come and present this program 
to you, as I think you will appreciate. We are at the end of a period 
of history. 

In considering the relations of the Israelis and the Arab countries 
our governing policy, the administration policy, the policy agreed upon 
by the National Security Council, taking all these facts into account, 
isa policy of impartiality. That is not necessarily a policy of equality. 
I do think that it is very necessary to take into account Arab sus- 
ceptibilities as well as the facts which we face in Israel, and I do think 
that having seen this great upset in this part of the world and the 
steps taken in the establishment of the Jewish State, we do have an 
obligation to try to put things right, particularly in those Arab states 
that do not benefit from oil resources, or other substantial resources 
which contribute to their domestic and national economy. 

I would ask the committee please to consider that policy, not of 
equality, but of impartiality, very carefully in their deliberations. 

Mr. Taser. You ask to be partial in order to go for it. We have 
to treat them better than we treat our own. 


NECESSITY FOR AID 


Mr. CLevencer. That is not what actuated my question. We are 
just starting in the Near East when we start this project. What we 
consider the countries on down through the Near East and the Far 
East, I am wondering what the answer is. Where comes the money 
to carry on these dreams? What is left of my own country? That is 
the thing that I am wondering about. 

Mr. Garpiner. That is a very fair question. I think that we have, 
as I said yesterday, very good reason for taking a special interest in 
the general area of Palestine. I think that we have equal interests 
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which are pressing and urgent in other countries located on the south- 
ern borders of the Soviet Union. I would there list Iran, Pakistan, 
and India. There I think the pressure is on. 

I think if we can take steps, sir, through economic assistance to 
relieve some of those pressures and relieve the possibilities of loss of 
those areas through subversion, that we will have done credit to our- 
selves as a government. 

Mr. CLievencer. Well, we have $1,000,000,000 for Indochina over 
a period of 3 years in the other section of this bill. I still cannot he ‘Ip 
but wonder what becomes of my country. When we move into a 
population of millions, just literally hundreds of millions in the area 
that you have just described, and if we are going to keep them on an 
American standard, I think that we are going to bite off more than we 
can chew. 

Mr. Garprner. I should sav, sir, we are not attempting to keep 
them on an American standard. As I described the plight of the 
Arab refugees to you yesterday, I made it clear that those people are 
now being maintained at a cost to the United Nations of about $3 
per capita per month. 

Mr. Cievencer. Did my country drive them away from their 
homes? 

Mr. Garpiner. Could we talk off the record for a minute? 

(Discussion off the record.) 

Mr. Garpiner. Could I make a statement for the record in re- 
sponse to Mr. Clevenger’s question? TI take it that your question is, 
Why is it in our national interest to support these programs? 

Mr. Cievencer. That would be an unfair question. 

Mr. Garpiner. Will you put the question? I would like to answer 
it for the record. 

Mr. Taser. Put the question again; Mr. Clevenger. 

Mr. CLevencer. No; I will not repeat it. 


REFUGEE PROGRAM WITHIN STATIC POPULATION 


Mr. Taser. I would like to have an answer to the remarks that | 
made off the record: Why is it that now, with a population of 1,600,- 
000, that we have 400,000 or 500,000 netugees who are unable to 
exist when 4 years ago we had a population of 2,000,000? We have 
reduced the population and we have increased the number of refugees 
who have to be supported by a very considerable figure. The country 
is supporting only 80 percent as many people as it supported before, 
and yet with all those refugees you are still allowing immigration, and 
you are increasing yearly by operating this program. It does not 
indicate that there is the slightest approach to self-suppert on the 
part of these people. I wonder if we are doing them any good in the 
way that we are handling this situation. It is difficult for anybody 
who likes to be honest with people to explain. 

Mr. Garprner. I think, sir, an answer to your question falls under 
four headings. 

In the first place, sir, while the population of Israel is approximately 
three-quarters that of the prior population of the Palestine mandate, 
the country of Israel does not embrace the entire area of the Palestine 
mandate. Therefore, these people have rather less land to cultivate 
than the prior population of Palestine. 
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In the second place, sir, it should be remembered that the population 
of recent immigrants necessarily requires time so that they can adjust 
themselves to the new environment. 

Mr. Gary. That would be true at any time. 

Mr. Garpiner. And the program, sir, of the Israelis, and the pro- 
gram now presented to you for assistance, economic assistance, is 
designed to increase the supply of capital goods so that that population 
can, sooner we hope rather than later, become a self-supporting 
population. 

Mr. Taser. But you do not show any progress. You show progress 
backward. 

Mr. Garprner. The figures that were brought before the com- 
mittees a year ago indicated there were approximately 273,000 of the 
immigrant population considered fully integrated into the economy 
of Israel. ‘That number has materially increased since that time. 

As to the immigration policy, I would comment that Israel is a 
sovereign country and writes its own laws. My comment is also 
directed at the fact that actually the immigration policy of the 
Government of Israel has in recent months been very drastically cut. 
In 1 month early in the year actually there was a net outflow of people 
rather than an inflow of people. 

I think as events unfold it would be clearer perhaps that the State 
of Isreal cannot hope to support a population very substantially larger 
than its present population. 

We certainly hope this program can, by being directed at the estab- 
lishment of capital components, and being directed toward a plan 
will, in time, make a program which will be a definite contribution to 
the viability of Israel in the near future, and that, I think, should be 
the direction to those administering the program. 


OBLIGATIONS 


Mr. Taper. You had a $50,000,000 appropriation last year. You 
had $12,000,000 that you allocated to agriculture, forestry, and fish- 
eries. How much of that particular item has so far been obligated? 

Mr. Garptner. My information, Mr. Taber, is to the effect that 
substantially all of the $50,000,000 has been obligated. 

Mr. Taser. That is not an answer. That is just a generality. I 
have had that thrown at me time after time. I do not like generalitie s 
in answer to such questions. If you do not know what the answer is, 
we ought not to be here at the hearing. I want to know what the 
money was obligated for, what character of operations, whether it was 
food, whether it was for developing agriculture, or what. 

Mr. Garpiner. Mr. Taber, the entire $50,000,000 has been 
obligated. The money allocated originally for agr icultural production 
has, “T understand, been used substantially all for purchases of food, 
primarily grain, from the United States. 

It might be well, sir, if Mr. Andrews chooses to correct me, that he 
do so, because he is closer to the program than I. 

Mr. Taser. Do you mean that all this money has been obligated? 

Mr. Garpiner. The entire $50,000,000 has been obligated. 

Mr. Taser. You do not have any table here that shows how much 
has been obligated for each of these items taken from the records, 
have you? 
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Mr. Garpiner. Mr. Andrews, could that be supplied? 

Mr. ANDREws. We can supply it. It would take some time. 

Mr. Taser. It will take time to tell how much has been obligated? 

Mr. Anprews. It has all been obligated, sir, but the details will 
take time. They bought cotton, petroleum, wheat, grain fodder, feed, 
and these are individual items which we can supply you. 


EXPENDITURES 


Mr. Taser. How much has been expended? 

Mr. AnpDREws. I would say $28,917,000 as of April 30. 

Mr. Taper. That means that you have $22,000,000 left to spend? 

Mr. Anprews. The purchasing authorizations and contracts and 
allocations have already been made for the balance of it. 

Mr. Taser. The purchase allocations have been made? 

Mr. ANDREws. Yes. 

Mr. Taper. And that is the way it has been obligated? 

Mr. AnpDREws. Yes. 

Mr. Taser. What was this $2,000,000 spent for? 

Mr. Anprews. Natural resources, public works, and transportation? 

Mr. Taper. Yes, what was it spent for? 

Mr. AnprREws. To be perfectly frank, I do not think that was all 
spent to that amount. I would have to get the details on it. Here is 
what happened on the Israel program: There was a program outlined 
as the program for 1953 is outlined. These people came into a financial 
crisis. They had to have cotton, petroleum; they had to have wheat 
to keep going there, and the program of capital investment and really 
putting money into Israel to make productive enterprises was virtually 
abandoned this year, and it became virtually a supply program based 
upon the fact that they had to have to keep going. 

Mr. Taser. How much wheat have you sent over there? 

Mr. AnprEws. I do not have the figure. 

Mr. Taper. You do not have it? 

Cotton, how much cotton? 

Mr. Anprews. It is all a matter of detail that I can supply here 
for you. 

Mr. Taser. I supposed that you were up here for the hearing. I 
am disappointed. ou have been up here to hearings before, I know. 

Mr. ANpDREws. Yes. 

Mr. Taser. I have seen you up here. 

Mr. ANDREws. Yes. 

Mr. Taser. I do not know about Mr. Gardiner. I do not know 
that I have seen him up here. I know Mr. Wood has been here 
before. I am disappointed that you cannot tell us about these things. 
It does not make a favorable impression, frankly. 

Mr. Anprews. Right, sir. 


WHEAT AND COTTON SHIPMENTS 


Mr. Gary. Will you supply that information for the record? 
Mr. AnpREws. We will supply it for the record. 
(The matter referred to follows: ) 








| Unit Quantity 





47,000 
152, 000 
27, 000 
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HOUSING OF REFUGEES 


Mr. Taser. You have $11,000,000 for industry, handicraft and 
housing. What did you spend the money for? 

Mr. ANpREws. That goes mostly for the housing of the refugees 
and the building of the settlements of these people to be housed in. 
In some instances they are building permanent housing around New 
Jerusalem and several of the cities there, particularly in Tel Aviv, 
and that went actually for the dollar cost of building houses for these 
refugee people. 

Mr. Taser. You cannot give me any breakdown on that as to 
what it was? 

Mr. AnpreEws. As to how much steel, cement, I cannot give you 
the exact details. 

Mr. Taper. Are these cement houses? 

Mr. AnprReEws. Yes; they are built primarily of stone and cement, 
and involved in that is the purchase of equipment for cement plant, 
making the cement to build the houses. There is a whole chain of 
materials and equipment that go into that. They are mostly built 
out of stone and cement of Israel. 

Mr. Taser. How many houses were built? 

Mr. AnpreEws. I will have the figures for vou. 

Mr. Taser. You do not have them? 

Mr. Anprews. No. You must understand, sir, this is a very small 
part of the tremendous program in Israel, and so far as saying how 
many houses were built is completely out of the question for the 
simple fact that what we did was to supply a certain amount of 
equipment that went into the building of a great many houses. 
They have built something like 300,000 houses over there in the last 
year, but it was not built out of this money. We assisted in it. 

Mr. Taser. 300,000 houses? 

Mr. ANDREws. Units, yes. 

Mr. Taser. To house just the refugees? 

Mr. AnprEws. I would not say all the refugees. It is part of the 
city there and the general development. What they do, they have 
the very temporary and aluminum barracks, and when these people 
get off the boats they go to those places. There they are given an 
orientation course and some amount of training. When they find a 
job or find employment for a person, he usually goes to that and is 
housed then in a more or less permanent house. ‘There is a tremen- 
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dous housing development all over Israel, and these are permanent 
types of housing. 

Mr. Taser. Here you have 300,000 houses, and you had 2,000,000 
living there before. I do not know what they were living in. Now 
you have 1,600,000 and you say that you have 300,000 houses, which 
would indicate ‘that, if the families are something like they are here, 
that you have already built houses to take care of something in the 
nature of two-thirds or three-quarters of the Jewish people. 

Mr. Anprews. I will have to double-check my figure on that. I 
can be wrong. 

Mr. Taser. It would indicate that you did not have much more of 
a problem on housing. I just do not know. That is the result of not 
having the answers. 


NATURAL RESOURCES, PUBLIC WORKS AND TRANSPORTATION 


What is this item for natural resources, public works and transporta- 
tion? 

Mr. AnprEws. That is $2,200,000. 

Mr. Taper. What did you do with that? 

Mr. ANprews. That was used directly and indirectly in develop- 
ment. I do not know to what extent the funds involved there went, 
for instance, to develop the phosphate deposits in Israel. They have 
developed a process over there with our assistance, and from tech- 
nicians from private industry, not the government, of taking the 
phosphate from the limestone at the quarry, and they have the 
makings over there of a substantial phosphate industry which will 
run as high as 900,000 to 1,000,000 tons of phosphate rock for export 
per year. 

Mr. Taser. How much does it run now? 

Mr. Anprews. They were running at the rate of about 300,000 
when I was there the other day, and they were using 60,000 tons a 
year in their own plant out there making their own fertilizer. I 
would not say this specifically individually contributed to that, but 
in the total picture much more money is involved in it. We have 
supplied some equipment, but mostly private firms in the United 
States and in England, along with the Israel people, have worked out 
this new technique, and that is developing. There are geologists 
running all over the place. 

I have had reports from representatives of private business firms 
who were out there on contract say that there is a possibility that 
the mineral found in the old stone there in Palestine may be the 
greatest resource they have. 


PRICE PER TON OF PHOSPHATE ROCK | 


Mr. Taner. What do they get a ton for this phosphate rock? 

Mr. Anprews. They meet the SFAX price in North Israel. That 
is where most of the phosphate in the world comes from outside of 
what we get down here in Florida, and it is the area of supply that 
virtually sets the price in the world market, and it varies according 
to the tightness of the world market and the phosphate that they are 
getting out of there. 

Mr. Taser. What do they get for it? 
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Mr. AnpreEws. Sir, I am not up on that market, and it would not 
be fair for me to put something in the record which I do not know. 
Were I to discuss the price at this time, and if I go into details I will 
probably make a mistake. However, they are meeting the world 
price for phosphate rock. 

Mr. Gary. Will you insert the figure at this point in the record? 

Mr. AnprREws. I will insert that figure in the record, yes, sir. 

(The matter referred to follows:) 


Cost of phosphate rock is 50 Israeli pounds per ton. 
MAINTENANCE OF ESSENTIAL SUPPLIES 


Mr. Taser. For what is the rest of the money used? 

Mr. Anprews. This maintenance of essential supplies has to do 
with all sorts of repair parts for farm machinery. 

Mr. Taser. Repair parts for farm machinery? 


PARTS FOR FARM MACHINERY 


Mr. Anprews. Repair parts for farm machinery, yes, sir, and 
automobile parts, and all sorts of equipment of that kind. I imagine 
our petroleum item is in this rather than this top one. That country 
depends probably on gasoline more than any other country in the 
Middle East, as they are virtually on wheels. 

Mr. Taser. When did they get on wheels? 

Mr. Anprews. In the recent 3 or 4 years. All of their transport 
in the country, for instance, is by truck, and a great deal of the farm- 
ing that they are doing is by tractor, and there are practically no 
camels, and practically no animals there. 

Mr. Taser. Did they have animals formerly? 

Mr. ANpREws. Yes, sir; the Arab, of course, farmed with the 
donkey and the camel. The Israeli people who have come there from 
other places had no animals when they came. 

Mr. Taser. And they did not know anything about farming with 
anything else. 

Mr. Anprews. They did not know anything about farming, to be 
honest with you. Most of them are tradesmen. You will see people 
who have been merchants all of their lives trying to farm, and doing 
something about it. They are very much unorganized, and they are 
struggling. They are doing an enormous amount of work with an 
enormous amount of energy, but not getting the results that they 
should be getting. On the technical side of this program we are just 
beginning to get started. 

Mr. Taner. We are supplying the trucks and the tractors and all 
of the farm machinery and all of that sort of thing? 

Mr. Anprews. Yes, sir; yes, sir. 

Mr. Taner. Have they not any other source of funds to supply 
anything for them? 

Mr. Anprews. Not very much, sir. Of course, they are bound to 
other resources for getting raw materials out of the colonial areas of 
these countries, because they have got to become a processing country 
if they are going to live. 

Mr. Taner. You mean they get raw materials from these areas? 
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Mr. AnprReEws. Yes, sir. 

Mr. Taser. Like what? 

Mr. Anprews. Like rubber, and like skins. They are going into 
quite a shoe-manufacturing industry in the country, and that type 
of thing. 


SHOE MACHINERY 


Mr. Taser. We are providing the shoe machinery? 

Mr. AnprReEws. Yes, sir, primarily through a private arrangement. 
The General Shoe Co., of Nashville, (Body has made a private arrange- 
ment and on a corporate basis with certain Israelis and the Israel; 
Government, and they are actually running a shoe plant over there, 
it being supervised by the General Shoe Co., of Nashville, Tenn. 

Mr. Taser. Do they use the shoes that they make over there? 

Mr. AnprReEws. Yes, sir, about 50 pereent of the shoes they make 
are a heavy rough shoe made by the Israelis, and then another 50) 
percent is kind of sport, classy type of shoe that sells in the Danube 
Basin country. They are shipping shoes into the Danube Basin, 
and they are shipping some of them even to England. 

Mr. Taper. That means the biggest part of them go behind the 
iron curtain? 

Mr. ANpkEws. To some extent, but they get things from behind 
the curtain which they need. 

Mr. Taper. What do they get? 

Mr. Anprews. They get certain types of seeds, fuel oil, and a 
limited amount of hides, and things of that kind. 

Mr. Gary. Shoe machines are not sold, anyway, are they? 

Mr. Anprews. They are mostly leased; yes, sir. 

Mr. Gary. I think practically all shoe machinery, even in this 
country is leased. 

Mr. Anprews. This build-up was an arrangement whereby the 
General Shoe Co. put 49 percent of the capital under a management 
contract, and then the Israelis put up 51 percent of the capital, and 
the local Israelis, of course, are employed by the factory. There are 
several plants there. 

Mr. Gary. My recollection is that most of the shoe machinery is 
leased on a royalty basis, is it not, even in this country? 

Mr. Anprews. Yes, sir; that is right. 


BOND SALES AND OTHER PRIVATE FINANCING 


Mr. Garpiner. Could I speak for just a minute on the point of the 
other resources of Israeli. 

The Israeli’s friends are sponsoring a bond drive in the United States. 
Our information is that since the start of that campaign about a year 
ago the total subscriptions have amounted to $125 million, and the 
collections against those subscriptions amounted to $75,500,000. 
The bonds are subscribed seriatim. 

Mr. Taser. Why would not they be able to pay, then? 

Mr. Garprner. Mr. Taber, in addition to the bond sales, there is 
the United Jewish Appeal drive. The collections from that drive 
have run as follows since 1948, and I think these are all very interesting 
and valuable statistics: 
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1948, $148 million; 1949, $116 million; 1950, $90 million, and 1951, 
$85 million, and for the first five months of 1952, $39 million. It is 
estimated that about three-fourths of the collections of the United 
Jewish Appeal drive accrue directly to Israel, and the remaining one- 
quarter is used for Jewish relief in other parts of the world. 

The third resource is their exports of goods and services, which 
amount altogether to about $60 million. 

On the other side of the account their importations and their pay- 
ments are estimated for 1952 to amount to 173 million pownds, Israel, 
say, rather more than $300 million. 

r. TaBER. $300,000? 
Mr. GARDINER. $300 million, Mr. Taber, I beg your pardon. 


STATUS OF NATIONAL FINANCES 


Mr. Gary. MSA gave us a table showing a breakdown of the ex- 
penditures in connection with the defense support programs. Can 
you give us a table showing a breakdown of expenditures for this 
appropriation for the fiscal year 1952, and the proposed expenditures 
for 1953? 

Mr. ANprEws. We have this letter which is coming up, and which 
is on its way here now. 

For 1953 it is pretty well outlined here in the presentation. 

You simply cannot, under the present system that we are operating 
on in Israeli go right down the line and say you are going to buy so 
many tons of wheat out of this 1953 appropriation, because of so 
many angles in it. We can program it and use it as an illustrative 
program, but the problem is this, in Israel, there is so much dynamite 
in it, that it almost makes it impossible for a programing outfit to do 
anything on a real basis. We will tell you frankly that we have sent, 
and he is on his way there right now, a top man with a mission to 
go into their financing to find out what the trouble is. They start 
out, and they get into a crisis. They have some short-term funds 
coming due, and then their whole program is disrupted by trying te 
meet those crises coming one after another. 

We have a mission on its way out there now to sit down and get 
right down to business on this financing. 

This last year has been a nightmare for us, and I know it has been 
for the Israeli people. For the little time I have been with TCA it 
has been terrible. 

You are dealing with people out there that, apparently, the United 
States has decided to back in forming a nation. 

There are people there gathered in from 48 different nations of the 
world, all gomg various directions, and it is a madhouse, I do not 
mind telling 3 you. 

We are trying, in the administration of this fund, whatever it is, 
to tie it down to some definite basis and to get some order so that we 
ean be able to tell you exactly what we have done with the money. 


PHOSPHATE INDUSTRY 


Mr. Cievencer. Mr. Andrews, this phosphate industry, just for 
am example, that is really a natiomal resource; is it not? 
Mr. Anprews. That is right. 
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Mr. CLEvENGER. | am not advocating that you extend govern- 
mental ownership or control. I am trying to keep my country from 
going the route of Great Britain. 

Mr. Anprews. That is right. 

Mr. CLeveNGER. Over there is there any protection given to see 
that the economy of Palestine can enjoy that, or is it susceptible of 
building up a private fortune out of our money? We have furnished 
gasoline and tires and we have built roads for transportation, that is 
true. Is there any protection at all for the economy of Palestine in 
order that they may enjoy a return from these industries, or is it going 
to be another case of exploitation of a people? 

Mr. Anprews. I would say this, and I very much dislike saying 
things off the record, but I believe that Israel is going, with just a few 
exceptions, rather strong the other way. 1am encouraged by the fact 
that private industry is in a lot of these places. 

Mr. Gary. Is this off the record? 

Mr. Anprews. I do not care, Mr. Chairman. 

Mr. Taser. I do not know why you want it off the record. 

Mr. Cievencer. If you want to siphon more money out of the 
United States there has to be a reason for it. 

Mr. AnprEews. That country is pretty well a socialized state, as 
you know, but they are making a number of concessions to so-called 
private enterprise, and it is largely on a partnership basis. There 
are certain Israeli as well as Government and other outside funds in 
it. This phosphate deposit is being developed as part of the national 
resources. The company that is actually doing it is a partially 
Israeli-owned company. It has partly British management and there 
is some technical aid, and may be some financial aid, I am not sure, 
from the United States. 

Our Export-Import Bank has loaned the money for the develop- 
ment, and for the processing of the phosphate after it is out of the 
ground, and there is a partial government and partially privately 
operated fertilizer industry which is growing pretty fast. They have 
the phosphate rock, and they are making considerable phosphate 
there now. 

Mr. CLevencer. I only asked about phosphate as an example. 

Mr. Anprews. That is right. 

Mr. CLevencer. If this thing is to be financed, supported, and 
nursed along by America it ought to go to the benefit of the popula- 
tion and not to the enrichment of a few people. 

Mr. ANprews. I am inclined to think that they are spreading it 
pretty thin out there. 

There are other enterprises there. 

The Mack Truck Co. of this country is out there. They are also 
on a partnership basis. They are shipping parts to Palestine and as- 
sembling them there. 

Mr. CLevencer. And we pay for that? 

Mr. Anprews. No, we may pay for some of the parts, but the 
trucks are sold in the Eastern market, primarily in the soft currency 
areas. That creates exchange for the Israelis in the soft currency 
areas. 

There are many very encouraging things out there, as well as some 
very discouraging things. 
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CONTINUATION OF UNITED STATES AID 


Mr. Cirevencer. Do you foresee in the next appropriation one 
larger than this one and the year after that a still larger one? 

Mr. AnpDreEws. Sir, I hope not. I think if you want to take my 
personal opinion, I think the Israelis have got to sit down and face 
up to their situation. 

They have depended largely on the good will and support of the 
Jewish people all over the world, and the good will that they have had 
in the United States to keep funds flowing in there, and it was neces- 
sary. 

Mr. Cievencer. But this is not all Jewish money that goes in 
from the United States. 

Mr. AnpreEws. No, certainly not; but there is a great amount of it 
that is. What I am trying to say is if this flow of friendship money 
from private sources in the United States and throughout the world 
continues to go in there I can foresee a time when our contributions, 
such as those this year, ought to go down. 

Mr. CLevencrrR. You know, the danger I see in this whole picture, 
as I look at it is not just in Israel, but it isin the projection of ourselves 
into all of the undeveloped areas of the world that these professional 
do-gooders think it is our mission to perform and to finance. 

I do not believe, as an American, that I have the right to tax my 
people for just charity per se. 

I think that I have the right, in the case of national defense to tax 
them, and we do, we take their sons for national defense, but if 
America wants to engage in a lot of these adventures in various parts 
of the world, it should be done by private charities and private indi- 
viduals. If not we are going to run out of money just as sure as we 
are sitting here. 

Mr. Anprews. I do not mind saying that one of the problems, is 
we will discuss later when we get into technical assistance, one of the 
real problems when we get into the Arab countries and trying to work 
strictly on a technical assistance basis, as we will explain later, is that 
our Arab friends will say you gave Paléstine $50 million for this, that, 
or the other, why can you not give us $50 million. 

Mr. CLEVENGER. Back home when it comes to a matter of economy 
our people would not spend themselves into bankruptcy in a county 
or a State government. They have too much sense to do that, but 
do you not understand how difficult it is. for a Congressman to say 
“No” for domestic expenditures or domestic extravagance when we 
are doing all of these things for others all over the world. 

I do not think anyone can show me the constitutional authority 
that we have to spend the people’s substance that way. I do not 
think they can. 

Mr. AnprEws. I want to say this, Congressman, that I do not 
believe, in my honest opinion, in the present-day world that what we 
are doing in the Middle East, at least, and in the Far East, as we will 
take it up before this committee later, can be called charity. I think 
it is honest-to-God self-preservation. In my opinion, unless we do 
in some way, or somewhere, either through persuasion or by example 
do something to help the masses just a little bit, not much, to just a 
little better standard of living, I think we are in for terrible trouble. 
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POSITION OF MEMBER OF CONGRESS 


Mr. CievencerR. Did you ever contemplate the position of a 
Member of Congress at either end of the Capitol? Here we are with 
something over $8,000 million of deficit. 

Mr. AnpreEws. That is right. 

Mr. Cievencer. We have piled up deficit after deficit. We are 
facing one this year, and next year. There are people concerned up 
here on the Hill about breaking America’s back. 

What happened last night? We get it every time there is a big 
appropriation bill pending up here. Somebody says there have been 
Russian submarines seen off of Haiti or some place else. What was 
turned loose on American Congressman last night, but the story of 
our alert of air patrols, and the possibility that the Russians can 
destroy us. That is turned loose on us every time we try to stand up 
and manfully do our job here. There are some of us who can take it, 
but most of us have all of the human frailties that other people have. 
This was suddenly launched last night, as you know, over every radio 
station in the country, to alert these air patrols everyday to look out 
for trouble in the air. It is the most intolerable pressure ever put on 
any man, that which is put on these 535 men here on the Hill, of which 
I am one. 

Mr. Anprews. That is right. 

Mr. CLevenGer. The only strength I have is I look up to the hills 
and pray a little each night that I may have enough backbone to be 
honest and resist all of these pressures. There is not a darn thing 
we can do about it if Russia intends to move on us. The only thing 
I have tried to do, and what we should do is build up this Air Force 
so as to make it unpleasant and unprofitable for anybody to attempt 
that thing, and yet I have seen billions of dollars worth of the very 
best material in the world junked, thrown away, and I have seen places 
where these planes have been destroyed, and they were then the best 
there were in the world, and yet this campaign was launched on us 
last night, this pressure on us while they are not asking any questions 
about this. You did not hear that? 

Mr. Anprews. I was not listening, and I did not get any of this 
on the radio at least. I was working in the garden. 

Mr. Cievencer. Maybe you should get some of those men to 
work in their gardens. The mortality among Members of Congress 
ishigh. It is not to be wondered at when you know something about 
the pressure that every Member of Congress labors under. 

The more conscientious a man is the more he has to resist. It is easy 
enough to go along and help wreck the country, but it is very much 
harder to try to save it in the face of all of these popular campaigns 
that get started every year, at the time when these appropriation 
bills are coming to a head. 

Mr. ANpREws. Sir, as a small-time bureaucrat who has been here a 
very short time, I do not envy you. 

Mr. CLevenGeEr. You ought to try this end of it a little while and 
see how it goes. 

Mr. AnpbReEws. That is right. 
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PERSONNEL PAID FROM APPROPRIATION 


Mr. Taser. Now, did you bring any green sheets up here so that 
we can see what the personnel picture is? 

Mr. ANDREws. We will have the personnel report here for you. 

Mr. Taser. You will have? 

Mr. AnprEws. Not on Israel, because our mission out there is a 
very small group of people. 

Mr. Taser. I do not care how small it is. I am wondering if you 
have anything. . You see, I kind of like to know what is going on, and 
I am not finding out. What do you have to tell us about how many 
people you have working in that set-up? 

! ANpDREws. You mean in the total set-up, Mr. Taber, or just 
Israel? 

Mr. Taper. Just the Israel set-up that presently comes out of the 
$50 million, and that is expected to come out of the $70 million, if you 
get it. Now, how much personnel do you have? 

Mr. Anprews. Well, the program over-all 

Mr. Taser. I do not know about the program, but I want to know 
how much personnel you have. Could we not get that at one time so 
we would know? 

Mr. Gary. You are talking about the administrative personnel? 

Mr. ANnpREws. You mean the personnel in Israel? 

Mr. Taser. The personnel all over, either in Israel, or in the 
United States that is being paid out of the $50 million that was pro- 
vided last year. I would like to know about both personnel in the 
United States and the personnel in Israel. 

Mr. Anprews. That falls in two general classifications called 
administrative personnel—— 

Mr. Gary. We will consider the administrative personnel for the 
entire program at one time Mr. Taber. We are going into the 
question of administrative personnel at the conclusion of the hearings. 
Other personnel should be discussed at this point. 

Mr. ANpreEws. As to technical personnel in Israel we have three 
members, the programing officer out there, and another fellow, and 
we use the Embassy attachés and the Economic Counselor in the 
General Counsel’s Office. 

Mr. Taper. You are not paying any of the personnel in your ad- 
ministrative set-up in Washington out of the $50 million? 

Mr. ANpreEws. No, sir. : 

Mr. Taser. That comes out of the technical staff? 

Mr. ANpREws. Administration; ves, sir. 

Mr. Taser. As to the personnel in Israel that is being paid, that is 
how many? 

Mr. ANpreEws. About three people at the present time. 

Mr. Taser. Wait a minute; you said there were others. Are 
they engineers? 

Mr. Anprews. No, one is the country director and the other is the 
economic adviser, and a fiscal man. We are using the economic staff 
of the Embassy to support the work that we have. That is paid by 
the State Department. There is some supporting personnel out there 
on communications, and that comes in administration and will be in 
the topside. 
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Mr. Taxser. The only ones that come out of this payroll are those 
three people; is that right? 

Mr. Anprews. There will be more as we go along. 

Mr. Taser. How many do you expect next year? 

Mr. AnpreEws. I expect that we will have a mission running close 
to 35 or 40 out there next year. 

Mr. Taser. Do you have any plans on it? 

Mr. ANDREWs. Yes, sir. 

Mr. Taser. What is the plan? Do you have anything so that we 
can have it in the record? 

Mr. Anprews. This program for next year is program direction, 
24 people; agriculture, forestry, and fisheries, 1 person; industrial 
development, 10 people; health and sanitation, 5 people; labor train- 
ing, 1 person; education, 3 people; and social services, 2 people; a 
total of 46. 

ABILITY OF ISRAELIS 


Mr. Taser. Now, are there not other people who are there who can 
do all of those things? 

Mr. AnDrews. Yes, sir, they are there. 

Mr. Taser. Why do you have to set them up on our payroll? 

Mr. Anprews. The answer is simply this, Mr. Taber, you do not 
set them up on this payroll. There are probably more able people 
in Israel than there are in practically any place of its size in the world, 
but they are gathered from all parts of the country, they go in all 
directions, and it is simply a matter of leadership, and you can take 
one or two Americans and put them in there to help them mobilize 
this, and you can get this job done. The other thing is we have 
got to have a few Americans there to look after the money we are 
putting into that country. 

Mr. Taser. I wonder if they are the ablest people in any country 
in the world why they are not smart enough to handle their problems. 
I wonder whether they are in the category that has more education 
than capacity to absorb, or whether they are real, because you tell 
us in one breath that they have got to have supervision and leader- 
ship, and in the other breath you tell us that they are the ablest people 
in the world. I just cannot understand how the two go together. 

Mr. AnpreEws. Let us look at it this way—— 

Mr. Taper (interposing). I can see how if they are the other kind 
of people that I have described, if that is what they are, why their 
problem is very serious, because these folks that are burdened too 
much with education are a menace. 


AGRICULTURAL PROGRAM 


Mr. Anprews. Let us give an illustration, say we have an agri- 
cultural program in Israel, and there is a certain amount of money 
for technical assistance on it. 

We have agricultural technicians from Germany who are capable 
scientists maybe. We have one from Iraq, and we have one from 
Yugoslavia, and so forth. They go in different directions. In the 
first place they cannot agree among themselves on what ought to be 
done. 

We are going to send a man over there to look into that thing. So, 
the American agricultural leader sits down with those people and the 
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Government says look here, let us look at your program and let us 
see if we cannot meet this in this way, and in that way, instead of 
merely writing a check and telling those people go ahead with it, 
we have a certain amount of control and guidance over how this 
money is to be spent. We have not enough money with which to do 
all of the things that ought to be done. We have to pick out a few 
things that might be done to contribute to this outfit, or to this de- 
velopment, so you need American personnel to assist in the direction 
of mobilizing their resources and human beings as well as their na- 
tional resources, and to look after what little money we are putting 
into it. 
PERSONNEL IN ISRAEL 


[I was in error in the number of personnel we have out there. 

I was thinking strictly of the office in Tel Aviv where we have three 
people, as I have stated, but I find we have 10 field personnel, but 
that includes the secretaries and stenographers and all of that sort of 
thing. I think I am still right on the technical side. 


STATUS OF NATIONAL FINANCES 


Mr. Taser. Now, let us look at another picture. Mr. Gardiner, I 
think, was the one who told us that their exports were $60 million. 
Let us kind of balance the books now and see where we come off. 

Mr. Anprews. I am not familiar with that side of it. 

Mr. Taser. I think we ought to begin to look at balancing the 
books once in a while. I think that is quite important. 

Now we were advised a little while back that the exports were $60 
million, and the imports were the equivalent of $300 million, which 
leaves a balance behind of $240 million. Now, according to the report 
which Mr. Gardiner gave us they were getting $85 million in cash 
contributions from the Jewish people which is very nice, and they 
were selling a bond issue of $125 million, and we are putting in $50 
million. Now, that makes a total of $260 million, or $20 million 
surplus over the balance of trade against them that is pouring in there. 
That kind of makes me wonder about why it should be that way. Do 
you have any explanation of that? 

Mr. Garpiner. Yes. My figure for the calendar year 1951 of the 
collections in the United States was, as you stated, $85 million. 

I also stated that it is estimated that only three-fourths of this sum 
finds its way to Israel and the balance is used for the relief of Jewish 
people in other parts of the world. 

Mr. Taper. You mean that of this amount 25 percent does not 
go there? 

Mr. GarpINER. Yes, sir, that is what I stated at the time I gave 
you the figure. 

Mr. Taser. I did not understand that. 

Mr. Gary. He stated that was for the United Jewish Appeal world- 
wide, and that only a part of it went to the Israelis, the larger part of 
it, however. 

Mr. Garpiner. As to the bond drive figures the figure I recited 
was the same as you gave. On the other hand the time period was 
as of April 1952, $75,500,000. 
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The figure for exports is $60 million, and I think more precisely is 
exports and services is the way I stated it when I gave it in the first 
instance. 

Mr. Taser. It seems kind of funny that they would be having so 
much in imports, an import figure of $150 a head. That seems like 
a pretty liberal amount of imports for any country to have, and I am 
wondering how much of this $300 million of imports is capital goods. 

Mr. Garpiner. My answer to that, sir, would be that it is a very 
substantial amount. One item which has assisted the Israelis very 
materially over the last 3 years is Export-Import Bank credit of 
$135 million which has all been for capital goods. That credit is now 
substantially exhausted. 

In addition to the capital represented by the Export-Import Bank 
loan a good deal of the proceeds of the bond drives are for capita! 
goods. 
~ Mr. Andrews has described to you the capital goods that are flown 
in through combined American-Israeli concerns in the case of the 
General Shoe Co., the Kaiser-Frazer Co., the General Tire Co., and 
the Phillips Co. of Holland who are there with an electrical manu- 
facturing outfit. 

Over and above that the industrial development, sir, there are 
special agricultural projects, irrigation projects, well-drilling projects 
and the like which do represent capital and do, I think, hopefully 
point to the day when the per capita imports can be substantially 
reduced as these people benefit from the capital that is now being 
imported, but they are now trying to set themselves up in house- 
keeping. if I can put it in those terms. 

Mr. Taper. Now, we are in just this situation, and we ought to 
begin to figure on it. The United States is just now in a position 
where we are facing a deficit this fiscal vear, which is about to end on 
the 30th of June, and they tell us, and I do not know whether it is 
right or wrong, but it cannot be more than a couple of billion dollars 
one way or the other, that it is a deficit of $7.5 billion. That is a 
very heavy deficit, because it is going to represent somewhere near 15 
percent of our expenditures, I expect, and maybe I am wrong on that. 
We are facing for next year, with this foreign-relief business and the 
military expenditures and a lot of other expenditures, a deficit of 
anywhere from $10 billion to $15 billion. 

We have our tax rates up so high that the prospective yield for the 
subsequent years on corporations and the large taxpayers is bound to 
be down. We are also running into wage increases and inflation 
prices. 

Now, we have a responsibility, and it must be met, to the people of 
the United States and to the people of the world, to keep the United 
States solvent. 

That is why when anybody comes along asking for more money 
than they had the year before it makes me wonder whether they have 
balanced the world problem and the obligations that we owe to our 
own people and to the world to try to keep the country right-side up, 
whether that has been considered at all. 

I would like to have a pretty good picture of why you need this 
money that you are asking for for next year, and I have not got it yet. 

According to what you tell us the housing problem ought to be 
covered pretty well, because 300,000 houses would take care of the 
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increased Jewish population over the 4 years, and the Arabs must 
have their own houses that they had before, and there are not 30 
many of them as there were. 

I just wonder about why we are going up instead of down on ; this 
expenditure from the standpoint of these people themselves and our 
own people and our duty to the rest of the world. 

Mr. Garpiner. I think we should make it clear, Mr. Taber, that 
the actual figure for assistance to Israel last year was on the order of 
$65 million. That came about through a rather complex process, 
but the sum and substance of it is, and the answer is this, there was 
$50 million under section 205, and there was an additional $15 million 
to be provided under section 203 which was administered both under 
the Act for International Development and the Economic Cooperation 
Act. 

So, the actual difference between the amount of assistance furnished 
to Israel in the fiscal year 1952 and 1953 is the difference between $65 
million, and the amount that you, in your wisdom, appropriate at 
this time. 

Mr. Taner. How much extra are you going to get next year? 

Mr. Garpiner. I cannot answer that question; I am very sorry. 

Mr. Taser. We should know something about it; how much extra 
appropriation is going to be available? 

Mr. Garpiner. For all of 1953? 

Mr. Taper. Yes; we should know that. 

Mr. Garpiner. To the best of my knowledge the total amount of 
funds requested for Israel, as I have indicated, is, to wit, $70,228,000, 
to be administered under section 205, and $2,700,000 to be adminis- 
tered under section 203 under the terms of the Act for International 
Development. 


DISTRIBUTION OF $50 MILLION EXPENDED 


Mr. ANDREws. I am ready to insert in the record how we spent the 
$50 million: 
FOOD 


Food, which would include wheat and allied purchases, $17 million. 
That includes wheat, certain corn flakes, and food products. 

Fodder, feed for poultry and livestock, $5 million. 

Mr. Taser. Food, $17 million? 


FODDER AND FEED 


Mr. ANpDREws. Yes, sir; and fodder, feed for poultry and livestock, 
$5 million. Israel has a pretty highly developed poultry industry, 
and is developing a fairly substantial dairy industry. 


LIVESTOCK 


General livestock, $300,000, and that is primarily to buy breeding 
animals. 

Mr. Taser. $300,000? 

Mr. ANpReEws. Yes; which are brought in for breeding, multiplica- 


tiom purposes. 
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HIDES AND LEATHER 


Hides and leather, $998,000. That is for processing into these 
shoes that we were talking about. 

Mr. Taser. I thought they got those from the Export-Import 
Bank loans. 

Mr. ANprews. No; not those; no, sir. They buy hides and leather 
all over the world, and they have to buy some from us and in other 
dollar markets. 

The Export-Import Bank loan went into quite a number of things: 
a power plant, a fertilizer processing plant, and some developments 
relating to chemicals; a lot of things of that kind. 


COTTON AND FIBERS 


Cotton and other fibers, and that includes a certain amount of jute, 
$6,002,000. 


FUEL AND OIL 


Fuel and oil, which is petroleum, $9 million. 


HOUSING MATERIAL 


Housing material, which we talked about a while ago, $3 million, 
and I want to say that these housing units which I mentioned include 
these temporary units. 

Mr. Taser. $3 million was the last figure? 

Mr. Anprews. Yes; $3 million for housing materials. 


FERTILIZERS 


Fertilizers, mostly nitrogen, $3 million. They are producing their 
phosphates over there, but they have no nitrogen-producing capacity, 
and they have to bring their nitrogen in for complete fertilizer. 


WAREHOUSING 


Frame buildings, for food storage, in other words, for warehousing, 
$2,600,000. 


FISHERY SUPPLIES 


Farm machinery and parts, $2,100,000, and fishery supplies, $1,- 
100,000. They are developing a fishing fleet out there to try to 
improve their food supply. 

Mr. Taser. How much were those items? 

Mr. Anprews. Farm machinery is $2,100,000, and the fishery sup- 
plies, $1,100,000. 

Mr. Gary. Where do they fish; in the Mediterranean? 

Mr. AnpreEws. Yes, sir. They are beginning to get quite a bit of 
food from the sea. As a matter of fact, if you are out there about all 
the meat vou get is fish. 

Mr. Taser. Did they not always get fish there? 

Mr. Anprews. Sir, they fished primarily in a very small rowboat 
type of outfit. The Arab has never been a man to take a gasoline 
launch or anything like that to go to sea. They have done this very 
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small-type fishing, but this is the beginning of a very small fishing 
fleet. 

Mr. Taser. Is that all? 

Mr. Anprews. That is all. 

Mr. Taser. There is nothing more added? 

Mr. Anprews. That is $50 million. 

Mr. Taser. Well, you have not given us anything in the nature of 
natural resources and public works, and you have not given us any- 
thing in the nature of forestry. 

Mr. Anprews. As I said before, this is what the money was spent 
for this last year. 


OBLIGATIONS AND EXPENDITURES 


Mr. Taser. That is what it was obligated for. In 10 months you 
have spent half of the appropriation, or 56 percent of the appropriation. 

Mr. Anprews. We did not get this money until last October. 

Mr. Taser. But you had spent it, had you not? 

Mr. ANnprEws. Only to correspond with the congressional exten- 
sion of authorization of expenditures. I was not Administrator and 
not here at that time. I do not know whether Mr. Bingham was 
here or not. 

Mr. Taser. Did the continuing resolution give that authority? 

Mr. Brneuam. No; nothing was spent under this before the appro- 
priation. 

Mr. Taser. Before the bill was signed? 

Mr. Bincuam. No, sir; section 205 was a new section. 

Mr. Anprews. I will confess that I have been in this job only a 
little less than 2 months, so I do not know all of the details of it. 


AMOUNT SPENT ON ARMED FORCES 


Mr. CLtevencer. Mr. Andrews, how much money has Israel spent 
on armed forces in the last year? 

Mr. AnpreEws. I do not know, sir, and as far as I know I do not 
know whether anybody has that information or not. That is one of 
the questions that this mission that is going out there is going to try 
to find the answer to. 

Mr. Garpiner. Could I respond to that? 

Mr. CLEVENGER. Yes. 

Mr. Garpriner. I think that is a very difficult question to give a 
precise answer to, because a good deal of the equipment available to 
those armed forces was provided directly by individual purchases of 
aircraft, ammunition, and ordnance. 

We do know that the Israeli forces are astonishingly numerous com- 
pared to the population in Israel. 

It so happens that they train both the men and women, and women 
were used in fighting with the Arabs, and I think it is no secret that 
they can put as many as 250,000 reasonably effective troops in the 
field, and the hard core of that force is made up of admirably effective 
troops, indeed, who served throughout the war, largely with the 
Eighth Army of the British in the desert. As far as military forces 
are concerned I think that the Israelis could put up a very creditable 
show, indeed. 
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Mr. ANnpREws. Mr. Chairman, I do not want to confuse this matter 
more, but I think it is well to point out that in the program last year 
in Israel on the technical-assistance side, really what the point 4 pro- 
gram is as I have outlined today, that the request was about $14,950,- 
000. 

Congress, in its wisdom, added to that $50 million, and so last year 
the $14 million which was supposed to have gone for technical assist- 
ance and economic aid under the aid program and the $50 million 
constituted the total amount we spent in Israel. 

This year the technical-assistance side of the program has been 
reduced from $14,950,000 to $2,772,000, which is shown on page 94 
of the justifications and does show the situation as far as technical- 
assistance aid is concerned. 


ORIGINAL REQUEST FOR 1952 FUNDS 


Mr. Gary. The State Department, as I recall, only requested $14 
million last vear. 

Mr. Garpiner. No, sir; I beg your pardon, sir. We requested 
$23,000,000 which was cut down in various legislative processes. 

Mr. Gary. You requested $23 million, and that was reduced to 
$14 million? 

Mr. Garpiner. Yes, sir; that is correct, Mr. Chairman. 

Mr. Gary. And, in addition, $50 million was appropriated by the 
Congress which was not requested? 

Mr. Garpiner. That is right, sir. 

Mr. Anprews. That is right; and this vear we are only requesting, 
as I have said, $2,772,000 for the technical-assistance program in 
Israel. 

TrecuHnicaL Cooperation—Tite II 


Mr. Gary. Now, the next item we will take up will be the economi- 
cal-assistance and technical-cooprration program. 

Mr. Taper. On which page is that? 

Mr. Gary. It is on page 91. The general figures show that 
$50,882,750 is requested for the fiscal year 1953 as compared with 
$56,265,000 for 1952. 

The details of the program will be found on pages 94, 95, 96, 97, and 
98 of the justifications, and we shall insert those pages at this point in 
the record. 

(The matter referred to follows:) 
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Comparative summary of obligations by country 
{In theusands of dollars] 





| Actual, | Estimate, | Estimate, 
Country | fiscal year | fiscal year fiscal] year 
951 952 | 1953 


| 
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Comparative summary of obligations by major project category 
{In thousands of dollars} 





Estimate, | Estimate, 
fiscal year fiscal year 
1952 1953 


| Actual, fiscal | 
} 


Major project category vear 1951 





. Agriculture, forestry, and fisheries. .....................-. $653. 5 $15, 634 $15, 290 
. Health and sanitation___. 2 0 | 7, 180 8, 955 
. Natural resources, public works, and transportation. <3 387.8 | 8, 678 13, 087 
A _____RINSRE a a tne OR  P BaamaReNe 4 $6. 3, 969 2, 846 
. Industry, handicraft, and housing_- 2 eet 3.6 | 11, 480 5, 988 
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“IS on be OO RS 


« 
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Summary by country and major project category, fiscal year 1953 
{In thousands of dollars) 
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| 
$21,717 | $7,128 | $4,164 | $5,108 | $1,745 | $1, 218 
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Total obligation......| 50,823, 15,200) 8, 13,087) 2,846 5,988 
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Summary by country and major cost components, fiscal year 1953 


[In thousands of dollars] 
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Supplies United St 
. ‘ and | Local maces Enenee Trainees 
Country Total equip- | costs | Total technicians 
ment | service | mene oma 
cost | Number Number 
jot persons| CSt lof persons| Cost 
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Arab States_..... Sto tana ots all $21, 717 | $6, 997 dh $6,485 | $8, 235 420 | $6, 100 427 | $2, 135 
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Independent Africa...........- 3,234;  705| 142| 2,387, 158 | 2,205 | 6} 2 
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- may not available. 
GENERAL STATEMENT ON Potnt 4 
Mr. Gary. I believe you have a general statement with reference 
to that. 





Mr. Woop. Before Mr. Andrews starts, could I just point out one 


or two facts which may be of assistance to the committee? 
We are now in, as you know, the point 4 program as such, which 
also, as you know, is not confined just to this title. 
The plan now is to take up that technical cooperation program in 


title II. 
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It might be useful to point out that, in addition to the $50,822,000 
for this program in title Il there is under the same program and 
operated by the same organization with the same purposes and 
motives a request for $118,634,000 in title III, which is the area of 
south Asia and the Pacific, and $20,329,000 in ‘title IV, which is the 
area of the South American Republics, so that the total of this point 
4 program, as such, throughout the world, comes to just under $190 
million. 

There is in addition, what we call multilateral technical cooperation 
which is carried on through the United Nations in title V, and as 
already indicated in the programs for Israel and the Palestine refugees 
those programs, while not of the point 4 type and, therefore, not 
strictly and properly considered with them, are under the ceneral 
supervision of the Technical Cooperation Administration which does 
manage the point 4 program. 

In view of that fact that point 4 activities are not confined to this 
title, Mr. Andrews and I thought it might be useful, as we first came 
to the point 4 program, for him to make a general statement that 
would be applicable to all titles, and, therefore, he would not have to 
repeat that in each case when we go on to the next title. 

Mr. Andrews will proceed now. 

Mr. Gary. Yes. 

Mr. Anprews. Now, the bearings on the authorization legislation 
went very exhaustively into the ty pes of programs we are carrying 
on under the point 4 program throughout the world, and I am not 
going to go into the program details and types of programs in my brief 
statement here except to the extent that the committee desires it. 

We are operating at the present time in 33 countries, and after July 
1, when by the action of authorization legislation we are supposed to 
take control over and have the responsibility for the programs that are 
now being carried on by MSA in Burma and Indonesia, it will make a 
total of 35 countries with about 2,761 technicians either authorized 
or in progress in the planning. 

There are at the present time about 1,150 technicians actually in 
the field and actually working on the point 4 program. 

This money, the total appropriation request, which includes the 
$70,200,000 we have just been talking about here, totals $276 million. 
This is a cut in terms of the over-all authorization of about 25 percent 
— the original Administration request in the authorization legis- 
ation. 

Of this amount, as Mr. Wood has pointed out, the straight point 4 
operations, technical cooperation, totals $190 million. 

This is divided into three general areas, $20,300,000 for Latin- 
American, which serves 19 countries, $50,800,000, ‘which we have just 
referred to here in title II, which serves the Middle East and the 
independent countries of Africa, and $118.6 million for south Asia, 
and then the United Nations multilateral technical assistance program 
amounts to $15.7 million, of which there is $1 million fer the Organi- 
zation of American States. 

This program is primarily carried out on the basis of technicians, 
and the moneys that are inv ‘olved in supplies and goods are essentially 
in support of a technical program. 

Point 4 attempts to deal with the people on a problem peculiar and 
insistent within the country involved. 
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METHOD OF PROGRAMING 


What is the method of arriving at that? After an over-all agree- 
ment is made between our Government and the country oo abi 
technical people go to the country at the country’s request and sit 
down with those people and they determine what are the basic prob- 
lems they want to attack in the country. Then the téchnicians on 
our side and the technicians on the other side are mobilized toward 
this specific problem, the idea being that you have to attack a specific 
— of some basic nature if you are going to have any continuing 
ood. 

‘ Our approach is to attack the problem were it is, not where we 
would like it to be, in the hope that you grow up to a little better deal. 
One of the problems, I will confess to you, is that the conditions are 
so bad in many countries it is awfully hard to get an American to 
believe—there is where we have to start. There is a tendency always 
to start a little higher. But from 10 years of experience in Latin 
America it has been proven that you can set too fast a pace for a coun- 
try, so this total effort attacks first a basic problem, and second, the 
level at which the people are. 


BASIC PROBLEMS 


The basic problems that we are undertaking in almost every country 
grow out of the specific needs of the country. Out of about 1 billion 
people in the 33 countries we are dealing with, every one of them is 
increasing the population at a very rapid rate, and in practically all 
the areas there is a deficit in food. Their single most important prob- 
lem is food. So food and agriculture account for 70 percent of the 
total effort in terms of people and money, the idea being that unless 
you can develop a food supply within a country which will enable it 
to save its foreign exchange and develop itself internally and indus- 
trially, there is absolutely no hope. 

So the first attack is on agriculture, or food production, amd second 
on education, and third, public health. You might reverse the last 
two, if you want to, in order of importance, and make public health 
second, and education third. 

About a third of the 30 percent that is not devoted to food and 
agriculture goes to public health, another third goes to education, and 
the rest of the third of the effort and expenditure is divided among 
transportation, mineral-resources development, technical assistance 
to existing industry, and another effort of getting private investment 
of American firms into those countries. 

That, in a broad way, is the type of program involved. 

As I said before, there are 2,761 technicians programed for the 
end of 1953. There are 1,150 technicians in the field at the present 
time. 

The other side of this picture is that technical people from the 
countries come to America to study mainly the United States methods 
in the mass distribution of technical information to farmers and 
others. We have found in nearly all these countries there are people 
who know what is the basic and soundest thing to do. There is a 
terrific gap in getting that communicated from the fellow who knows 
to the masses in the mud villages throughout the world. 
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A great number of people from each of these countries come to 
America and study what I think is one technique that we excel in, 
and that is the mass distribution of technical information. 

There are at the present time 425 individuals from various parts 
of the world in the United States studying basic education and 
methods; studying techniques of industrial management; studying 
ane of agriculture to apply their knowledge at the cultivator 
level. 

There are programed in the coming year 1,954 people who will 
come to America on these training grants and spend from 6 weeks 
to 3 months here studying at various institutions in our country. 

That, in a very, very broad way, is the type of effort that is being 
undertaken, and again I want to emphasize that the expenditures 
incurred in this bill for supplies are primarily in support of our tech- 
nicians on the program that we are endeavoring to undertake with 
the people involved. 


GENERAL STATEMENT, TITLE II 


Now, when we come to strictly title Il, we have here the total 
amount involved, which is $50,800,000 for the Middle East. 

I would like at this point to insert a general statement. 

(The matter referred to follows:) 


The Mutual Security Act of 1952 which has passed the House and the Senate 
carries $276 million for programs coming under the jurisdiction of the Technical 
Cooperation Administration in fiscal 1953. 

This figure of $276 million breaks down as follows: 

1. For the point 4 bilateral program, $190 million of which $20.3 million would 
be for Latin America (in title IV), $50.8 million would be for the Middle East 
and Africa (in title II), and $118.6 million for south Asia (in title IIT). 

The committee of conference directed the transfer of programs in Burma and 
Indonesia from MSA to TCA. The original MSA estimates called for $18 million 
for Burma and $8 million for Indonesia, so that TCA must now fit into a budget of 
$118.6 million the programs in south Asia which originally called for a total of 
$176 million. 

2. For multilateral technical assistance programs, $15.7 million. Of this 
amount $14.7 million would be for the United Nations and its specialized agencies 
and $1 million for the Organization of American States. 

3. For relief and resettlement of Israeli refugees, $70.2 million. 

The Israeli refugee program administered by TCA provides for energency 
assistance—food and consumer goods which Israel cannot finance through her 
own efforts and a variety of other materials needed for economic development, 
particularly power equipment. 

The multilateral technical assistance programs and the emergency program for 
Israel will be presented by other witnesses. This statement will be addressed 
mainly to the amount of $190 million for the bilateral point 4 programs. 

The original amount proposed by the President for these programs was $253 
million, so that a cut of $63 million, or about 25 percent over all, has already been 
made. The amount of the cut varies from title to title, being 744 percent in titles 
IT and TV and 32% percent in title IIIT. Within each title the cuts have been 
applied on a uniform percentage basis by countries. This has in turn required 
cuts in categories of projects. Some of these cuts were applied on a selective 
rather than on a flat percentage basis. It should be realized that the result is 
illustrative and that a thorough reprograming within the reduced amount will be 
necessary both by countries and by categories within countries. In all this re- 
programing the committee can be assured that the intent of Congress will be 
followed. Some degree of flexibility is desirable among countries and areas if 
political, program, or other conditions arise which make changes advisable. 

Perhaps a general word needs to be said about the types of programs that are 
being carried out in the point 4 bilateral programs. Generally speaking, the 
majority of the funds and technicians are utilized in support of three basic cate- 
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gories of programs—agriculture, public health, and education. This heavy 
emphasis in personnel and funds does not necessarily mean that these three 
general areas of activity are by any means all of the effort undertaken. We are 
sending out technicians in the fields of natural resourees—mineral, petroleum, and 
water development—in industry, public administration, transportation, harbor 
improvement, local road improvement, labor productivity, and housing. In all 
instances the programs reflect the desires of the countries involved and are built 
around the basic needs of a particular area or situation. 

The point 4 program is essentially a program of teaching and showing. The 
committee will note a substantial element of supplies and equipment in most of 
the programs. It should be pointed out that these are mainly items which sup- 
port the technicians in the actual performance of thier work with nationals of the 
countries with which we are cooperating, or they are items utilized in direct sup- 
port of a technical assistance project within a given country. In the actual 
execution of these programs every point 4 field project is a training project. There 
are now about 1,100 American technicians in 35 countries working with approxi- 
mately 20,000 nationals, most of whom will become technicians and in turn will 
train their fellow countrymen. In addition, point 4 is bringing foreign nationals 
of proven ability and character to take advanced studies in the United States in 
many technical and scientific fields. Approximately 425 trainees are now in the 
United States. 

The budget for fiscal year 1953 calls for 2,761 United States technicians in 
the field and 1,954 trainees in the United States. 

To carry the breakdown of types of projects a bit further and on an area basis— 
of the $20.3 million for Latin America, $7.2 million is for agriculture, $4.4 million 
for health and sanitation, and $3.2 million for education. 

Of the $50.8 million for the Middle East and independent Africa, $15.3 million 
is for agriculture, $9 million for health and sanitation, and $2.8 million for edu- 
cation. ‘Water is gold”’, say the people of Iran, and that holds for most of the 
Middle East. Consequently, the development and improved use of water re- 
sources if of vital importance. The budget calls for approximately $13 million 
for natural resources, public works and transportation, and a substantial portion 
of that is for water development. 

Of the $118.6 million for south Asia (including Burma and Indonesia) $51.6 
million is budgeted for agriculture, $10 million for health and sanitation, and $5.2 
million for education. In this area, too, water is one of the keys to a higher 
standard of living which must be the foundation of economic and industrial pro- 
gress. For water development and other programs under the general heading 
of natural resources, public works and transportation, the budget calls for $19 
million. This money would be used largely in India and Pakistan. Another 
important field of activity in these countries is industrial development, particu- 
larly the development of industries which directly support farm and rural life. 
For the support of industrial development programs, the budget provides for 
$29.4 million. 

Each government contributes men, money, and materials according to the 
nature of the program and its ability to pay. Usually, each contributes a certain 
sum to a joint fund and this money is spent by mutual agreement. In the plan- 
ing and execution of the program, each party is active. Ultimately, of course, 
it is the objective of point 4 to leave the program completely in the hands of the 
citizens of the host country. 

It is point 4 policy, wherever practical, to support the United Nations or work 
in programs that complement UN programs. UN and TCA activities are inte- 
grated in more than 30 countries where both operate. Point 4 and the FAO are 
cooperating with a number of middle-eastern governments on locust control. In 
Mexico, UNESCO has established a fundamental education center while point 4 
is concerned mainly with agriculture, health, and minerals development. In 
Libya, UNESCO is setting up a training program for civil servants while point 4 
is emphasizing such programs as farm extension. These are only a few examples. 

Point 4 endeavors to enlist the active help of the American community at large 
in the work of helping people to help themselves. TCA is currently investing 
over $4 million in 69 contracts and grants providing for the execution of particular 
projects by private organizations. These organizations include universities, 
philanthropic organizations, business and industrial firms. The intention is to 
expand this activity in fiscal year 1953. : 

One of the major aims of point 4 is to facilitate and encourage the flow of private 
capital from both local and United States sources into productive enterprises in 
underdeveloped areas. A relatively small part of the current budget will be used 
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in direct support of this objective, because the present imperative need is to help 
the underdeveloped areas achieve conditions that are the first step to a stable 
climate favorable to investment. Starving, sick, and illiterate people are neither 
good producers nor good consumers. Capital without skilled workers is useless, 
Surveys are being conducted which will point to new opportunities for invest- 
ment. Advisers on industry and investment are being assigned to some point 4 
missions. Other missions are planning to establish industrial productivity pro- 
rams. 
The joint commissions in Brazil, Liberia, and Paraguay are responsible for 
recommending policies and programs which will encourage private investment. 
Taking the program on an area and activity basis we get a picture about as 


follows: 
LATIN AMERICA 


The sum of $20.3 million is being requested to carry on the program of technical 
cooperation in 19 Latin-American countries. This compares with $19.8 million 
in United States funds being used in fiscal 1952 to supplement the contributions 
being made by the Latin-American countries. 

Of the total United States funds for use in Latin America, about 75 percent will 
go into programs in the basic fields of agriculture, health and sanitation, and 
education. About $7.2 million, or 36 percent, is planned for agriculture; $4.4 
million, or 22 percent, for health and sanitation; $3.2 million, or 16 percent, for 
education; and the remaining $5.5 million for other types of programs. 

Point 4 programs in Latin America are coordinated under the Institute of 
Inter-American Affairs, the operating agency for TCA in Latin America. The 
scope of the program supervised by the Institute now includes—in addition to 
the basic programs for health, food supply, and education—technical assistance 
in developing natural resources, housing, transportation and communications, 
public administration, and other basic economic activities with the cooperation 
of technicians from 15 principal United States Government departments and 
agencies. 

The Institute, during 10 years in Latin America, has proved the effectiveness 
of technical cooperation. One of the Institute’s major contributions to inter- 
national cooperation is the Servicio. This is a special governmental service within 
a country, established by joint agreement with the Latin-American country and 
the Institute, representing the United States, to carry out development programs 
in specified fields. Most Latin-American programs are carried on with the 
Servicio as the channel for supplying know-how to the people of the host coun- 
tries. Each government supports the Servicio by contributing to a joint fund 
out of which program costs are met by mutual agreement. In fiscal 1953 United 
States contributions to joint funds are expected to be about $6 million and the 
host government contributions to be approximately $25 million. Total contri- 
butions from Latin-American countries are $27 million for fiscal 1952 and $28 
million for fiseal 1953. 

One of the earliest fields of activity for the ITAA in Latin America has been the 
application of modern agricultural knowledge in developing new arable lands and 
improving farm practices. Ten years ago the area of Tingo Maria on the eastern 
slope of the Peruvian Andes was a thinly populated jungle with a few palm- 
thatched huts. As a result of joint United States-Peruvian cooperation, using 
improved agricultural methods, the population of Tingo Maria is now estimated 
at 20,000 and the community has two banks, stores, sawmills, plants, schools, 
and even a motion-picture theater. 

In 1945 a pilot colony was established at Pirareta through the efforts of Para- 
guay’s agricultural credit agency and the cooperative servicio, but financed en- 
tirely by Paraguay which provided credit and technical advice and assistance 
for 120 colonists. One colony led to another: Misiones Colony, also financed by 
Paraguay, now boasts 300 farm families. Each farm includes cropland, pasture- 
land for dairy and cattle production, and land for reforestation with eucalyptus, 
casuarinas, and other trees. 

In heavily populated Haiti, modern agricultural practices are helping relieve 
hunger. Aided by the Institute, the Bois Dehors experimental farm began a 
demonstration on 200 acres of rice land. Now farmers on 2,000 adjoining acres 
are gaining the benefits of modern farming and increasing rice production. 

One of the main problems in hog and poultry production in tropical America 
has been the shortage of good, cheap feed. Scientists of the United States De- 
partment of Agriculture, on point 4 assignment, have worked out balanced rations 
made from cheap local materials, including cull bananas. 
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Improvement of living and working conditions in Latin America is dependent 
upon the health and sanitation measures being carried on through cooperative 
programs. 

In the Rio Doce Valley of Brazil a cooperative health and sanitation project, 
started in 1943, has reduced the incidence of malaria from 50 percent to 5 percent. 
Campaigns against hookworm, schistosomiasis (internal parasites), and other 
tropical ailments have brought effective disease control. The program includes 
construction of hospitals and health centers, clean water-supply systems, and 
modern sewage systems. This entire program has now been turned over to the 
Brazilian Government. 

Yaws is one of the crippling diseases that makes life precarious in the Tropics. 
In Feuador and Colombia a yaws elimination campaign is being carried out 
jointly by point 4 medical teams and technicians of the two countries. In the 
first swing around a large circuit of villages in Ecuador, the medical team treated 
more than 12,000 cases with injections of penicillin. On the second trip only 
8,000 cases were found, the third 4,000, and the last under 1,500. 

In Colombia the results have been equally remarkable, and public health 
authorities believe yaws can be eliminated as a major medical problem. 

The cooperative housing program sponsored by the Institute, although recent! 
set up, is accomplishing tangible results. In earthquake devastated areas of 
Ecuador, the cooperative Servicio is directing planning and construction of new 
housing for 4,500 families. The Servicio is continuing work started by Eeuador 
in other communities... 

An educational project in Honduras indicates the community of interest in the 
fields of agriculture, housing, and education. An agricultural school at Cata- 
camas is being set up under the direction of the Honduras Ministry of Agriculture 
to teach improved agricultural methods. Housing technicians have taken on 
planning and supervision of construction. IIAA will provide a director of educa- 
tion and assist in developing the curriculum. 

In Latin America the Institute of Inter-American Affairs has served as the 
medium through which multiple skills and technical knowledge developed by 
American private industry, nonprofit groups, and government are effectively 
reaching the people of Latin America. 


THE NEAR EAST AND AFRICA 


The Near East and Africa are areas of great strategic importance. They are 
the scene of growing human restlessness. The key to stability and progress in 
both areas is a vigorous attack on widespread poverty and misery. 

Of the proposed budget of $51 million for the Near East and Africa as a whole, 
about 53 percent is for programs in agriculture, 20 percent for health and sanita- 
tion, 6 percent for education, and 21 percent for other programs—industry, 
transportation, public administration. 

The budget for the Arab States totals $21.7 million compared with $13 million 
this year. The program is designed to deal with basic problems which differ from 
country to country. Iraq and Syria, for example, have substantial unused land 
resources. In these countries, point 4 cooperates on land-settlement programs. 
Iraq has capital for development from her oil, while Jordan, next door, lacks 
capital and has the additional problem of finding employment for a large number 
of Arab refugees from Palestine. 

Egypt has a unique problem. Her population equals that of all the other Arab 
States combined and the great majority are crowded into the narrow strip of land 
on both sides of the Nile which is watered by the annual flood of that great river. 
One problem is to make more land arable. Another is to improve food storage. 
Saudi Arabia’s great need is water. The program there is centered on exploring 
the water potential. Saudi Arabia has oil revenues to finance water development. 

The Iran program e¢alls for $23.1 million compared with $23.45 million this year. 
The program is built around a village-level effort bringing together better farming, 
health and sanitation, and elementary, practical education. Eight out of ten 
Iranians live in villages ranging in size from a few hundred to several thousand. 
The point 4 program is organized in teams which work out of central demonstra- 
tion areas in each of Iran’s 10 ostans or provinces. Each is staffed to carry on 
farm demonstration work, vocational agricultural education, malaria control with 
DDT, dysentery control by the decontamination of village water supplies or the 
drilling of new village wells. 

The budget provides for some activities in major urban areas, for example, the 
establishment of pilot plants in various industries, apprentice training and public 
administration. 











The budget also recognizes that in Iran, as in India and Pakistan, extra effort 
is necessary. Consequently, the budget calls for enough supplies and equipment 
to bring swift results from technical cooperation. These supplies are largely to 
stimulate greater production; simple agricultural equipment, livestock for breed- 
ing, seeds, insecticides, fungicides, pharmaceuticals, and some industrial equip- 
ment to be used in plants processing local materials. 

For Israel, the $2.8 million request includes about $1.2 million for agricultural 
and fisheries development and other amounts for health, industrial projects, 
economic surveys and programs in public administration. Because many of 
Israel’s new citizens are literate and skilled people drawn largely from Europe, 
more emphasis can be given to food processing and distribution and to manufactur- 
ing than in some of Israel’s neighbor states. 

For three independent states of Africa, Liberia, Ethiopia, and Libya, the budget 
calls for appropriations totaling $3.2 million compared to approximately $4.4 
million in fiscal year 1952. 

Programs of a point 4 character have been going on in Liberia for 7 years with 
conspicuous success. Liberia’s imports from the United States have increased 
twenty-eight fold over her imports before World War II. Liberia’s exports to 
the United States now include rubber and iron ore produced as a result of private 
American investment, and cocoa, produced mainly by small Liberian growers. 
In 1951 American cocoa importers purchased 635,000 pounds of Liberian cocoa. 
Before cooperative work on cocoa development began, Liberian cocoa was too 
poor in quality for the United States market. About 22,000 acres of new cocoa 
trees have been planted in Liberia under the point 4 program. 

Point 4 is just getting under way in Ethiopia, a country with tremendous 
economic potential. The program calls for a point 4 contribution to the estab- 
lishment of an agricultural college. It will be operated under the guidance of 
Oklahoma A. and M., of which the late Dr. Bennett was president, under a con- 
tract with TCA. Emphasis at the start will be on the processing, storage and 
distribution of various foods, particularly meat. For lack of storage and distribu- 
tion facilities, great quantities of beef have gone to waste in Ethiopia because only 
the hides could be marketed. 

Libya is a new nation, lacking the most elementary government services of any 
kind. In cooperation with the United Nations and the United Kingdom, point 4 
is engaged in a basic program to improve food production, make better use of 
vitally needed water resources, reduce the incidence of such diseases as malaria 
and trachoma, and develop elementary and vocational education. 


SOUTH ASIA 


India and Pakistan have a total population of about 450 million people, two- 
thirds of the entire population of the areas in which point 4 is now functioning. 

The original estimate for fiscal year 1953 of $150 million included $115 million 
for India as against approximately $54 million this year and $33.5 million for 
Pakistan as against approximately $10.8 million. 

The extension requires TCA to fit the Burma and Indonesia programs into an 
over-all budget of $118.6 million for south Asia as compared with the original 
estimate of $173 million. This reduction of approximately 30 percent was the 
most drasti ccut in the program for underdeveloped areas imposed by the extension. 

The size of the India and Pakistan programs and the provision for substantial 
amounts of supplies and equipment are exceptional in the total TCA program. 
rhey grow out of actual physical needs as well as the need to preserve the support 
of the Indian people by achieving real results within the next several years. 

The Indian Government for its part is staking its national revenue from trade 
balance and private savings for a 5-year campaign to wipe out famine. The cam- 
paign emphasizes farm extension work, improved implements, more water for 
crops, more fertilizer and land reclamation. Along with these go efforts to im- 
prove village health and education and to expand small industry. 

This year point 4 joined India in a program to establish up to 55 rural develop- 
ment areas, each reaching some 200,000 rural people or about 11,000,000 in all. 
During fiseal 1953 it was proposed to expand the rural-development program to 
reach 27,000,000 people in as many as 135 development areas. 

The original program also would have provided among other items 150,000 
tons of steel, probably from Japan, to be fabricated in small Indian shops into 
several million plows costing $2.76 each to replace the traditional inefficient 
wooden plow; technicians and equipment for the drilling and operation of 2,000 
tube wells; and 100,000 tons of fertilizer. TCA also was to cooperate in the plan- 
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ning of new fertilizer plants to be financed by loans from private or public institu- 
tions. This effort will necessarily be reduced but 85 percent of available funds 
still will be devoted to rural village development. 

The point 4 program for Pakistan is much like the program for India, 

In Burma, over 60 percent of the revised program will be devoted to projecis 
in agriculture, health and education. The remainder will go into development of 
handicrafts and small industries with some money for the rehabilitation of trans. 
portation facilities. 

Over 80 percent of the revised Indonesia program will be used for agriculture, 
health, education and public administration and the remainder for small industries 
and some assistance in transport rehabilitation. 

In Afghanistan, Ceylon, and Nepal, programs will emphasize agriculture, 
health, education, and minerals development. 

In conclusion I want to express my conviction that the factor of local support 
through local contributions of money and personnel is essential to the success of 
these programs, as is the factor of technicians and trainees in relation to supplies. 
Conditions in countries vary to the extent that it is not administratively feasible 
to follow a fixed formula on a country basis. But the present over-all ratio be- 
tween supplies and technicians seems practical and is about the proportion 
reflected in the 1953 programs as they are now outlined. 

Again we wish to emphasize that while we generally expect and will follow the 
illustrative programs outlined before this committee and the committees handling 
the authorization legislation, changing political situations in some areas, the 
inability of some countries to get going on their part of a project, or the showing 
of greater need in other areas may require substantial changes. 


METHOD OF OBLIGATION AND EXPENDITURE 


Mr. Anprews. In addition, I would like to add for the record a 
brief statement on the method of obligating and expending funds that 
is used in our program. 

(The matter referred to follows:) 

- JUNE 17, 1952. 

In developing the TCA programs in the Near East and in south Asia TCA has 
attempted to capitalize on the experience gained by the Institute of Inter-American 
Affairs over the past 10 years. Experience there has demonstrated that the way 
to achieve substantial contributions on the part of recipient countries in the form 
of self-help has been to agree to specific contributions by the United States Gov- 
ernment for particular programs and projects and in consideration of specified 
contributions by the recipient government. These agreements constitute obliga- 
tions insofar as the United States Government is concerned, and also insofar as 
the host government is concerned. They make it possible for the programs to be 
operated on a planned and well-integrated basis, with full confidence on both sides. 

The amount of contributions which will be made in the Middle East and Asia, 
where the programs are just wetting started, will vary considerably from program 
to program, and country to country. In Pakistan and India, the local contribu- 
tions will more than match ours. In other countries such as Iran, where special 
circumstances exist, the local government contributions will be largely limited to 
contributed labor, supplies, and the like. 

Over the long haul, however, we sincerely believe that our approach, emphasiz- 
ing joint operations, will duplicate the achievements in Latin America where the 
contributions of the recipient countries have been steadily increasing in propor- 
tion to the United States contributions over the past several years. 


Mr. Anprews. In a general way, a contract arrangement is made 
between our Government and the country involved to carry out a 
broad, over-all technical assistance program. Usually we agree to 
put up so much money in the program and the country agrees also 
to put up so much money, and usually we use what we will call the 
joint fund arrangement: in other words, sav in the case of India or 
Pakistan or Iran, we agree to put up something like $10,000,000 to 
earry on the technical cooperation program in that given country, 
and the country usually puts up at least dollar for dollar, and in some 
instances more. This is in a joint fund. They cannot spend ou! 
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money and their money without our approval, and we cannot spend 
their and our money without their approval. Individual projects are 
agreed upon by both parties after the program agreements are signed, 
and these expenditures then are paid out. The contributions are 
obligated when the Program Agreement is signed. 

This statement which I am inserting in the record here explains the 
method of obligation of the funds. 


ACTIVITY COSTS 


Coming to the Middle East, $50,800,000. That is divided down 
roughly $15,300,000 for agriculture; $9,000,000 for health; $2,800,000 
for education. That is what you call fundamental education and 
technical training; not the classical education in the sense that we 
know it in this country. 

Then there is $13,000,000 for natural resources and water, and those 
are the really big expenditures. 

The reason the expenditures are so heavy on water is that is the 
prime and most essential problem in the Middle Eastern world. 
There is a lot of water there, but it is not on the land in a way that 
it can be used in the production of crops, and a great deal of our sup- 
porting effort to the technicians in terms of money will go in the form 
of wells and basic equipment and engineering for irrigation projects 
and things of that kind to get the water on the land. 


COUNTRY ALLOCATIONS 


Breaking this down by countries, you will find that the seven Arab 
states account for $21,771,000. It indicates that the independent 
states of Africa account for $3,234,000, and Iran and Israel account 
for the remainder of the total, about $25,872,000. 

Mr. Gary. $23,000,000 is for Iran. 

Mr. Anprews. And Israel is $2,772,000. 

We can take up each country individually, or the details of the 
program, if the committee wishes, from here on out. 

Mr. Gary. I think that vou might give us a brief outline of what the 
money is going to be spent for in each country. 


EGYPT 


Mr. ANprews. We will take up Egypt first. There you have 
technicians, supplies, and so forth. The project category here is 
agriculture, forestry and fisheries. It involves 14 technicians at a 
cost of $203,000; 10 trainees, which I just described as people coming 
to the United States, at a total cost of $50,000; supplies and equipment 
to support those technicians, $220,000. There are local costs which 
will be expended within the country to pay for our people’s housing 
and things of that kind, and from offshore procurement of certain 
supplies, $450,000, making a total of $923,000 for that particular 
category. 

Livestock improvement: You have about the same sort of break- 
down, five technicians at $73,000; four trainees at $20,000, supplies 
and equipment at $100,000. 

Mr. Taser. Is that a table that should be put in the record? 
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Mr. AnprREws. We can put all of them in the record. It is on page 
96 of your book. 

Mr. Tazsrer. You have nothing in here that tells anything about 
the numbers. 

Mr. Gary. You have the amounts. Do you have a table on 
personnel, the technicians, that you can put in the record? 

Mr. Anprews. We have it by individual countries. We have it all. 

Mr. Taser. You do not have the number of personnel. 

Mr. AnprEews. Yes. That appears on page 97. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Anprews. For the Middle East there are 873 technicians 
scheduled for the Near East and Africa. 


POPULATION AND FOOD SUPPLY 


Mr. Taper. I have been looking at the table on page 98. Why 
is it necessary for us to supply technical assistance to these people 
that have a comparatively good caloric diet? You have Syria, 
Lebanon, Israel, and Egypt, which are in pretty good shape, and 
Iran is not in bad shape. 

Mr. ANpREws. You cannot place a food volume on an individual 
country basis. If you want to look at the world food problem, you 
have a growing population with almost a declining food supply. 

Mr. Taser. Where is the declining food supply? 

Mr. AnpreEws. It has declined. For instance, Burma which used 
to supply 3 to 5 million tons of rice is down to less than 1 million tons 
now. Indochina is tied up in a war, 

Mr. Taser. That is because they have been at war over there. 

Mr. Anprews. That is right. The Middle East area is a total 
responsibility. Take Syria, if you want to. Syria has not only an 
obligation to herself, but she must increase her production to supply 
other Arab states in the area, and also, sir, Syria is one of these days 
going to be supplying Europe with some grain. The simple facts are 
that the world supply of grain has gradually been corralled to the 
dollar areas, and those countries are without dollars. The Middle 
East has to develop not only its total grain supplies for itself, as a 
total unit, but it has to be able some of these days to sell some to the 
outside world, particularly Europe, to get some foreign exchange and 
industrial equipment that they have to have in that country. You 
simply cannot supply the industrial equipment to the Middle East 
which is needed by giving them dollars to buy. 

Mr. Taper. According to this table, the 1951 population of Israe! 
was roughly 1,500,000. You have been giving it to us at 2,000,000. 
I wonder which figure is right. 

Mr. Garpiner. The figures that I gave are: The population of 
Israel at the present time are approximately 1,425,000 Jewish people 
and 176,000 Arabs. That is about the same as the figure in the table. 


POTENTIAL OF SYRIAN FOOD PRODUCTION 


Mr. Taper. You have Syria in here for a lot of money. 

Mr. ANDReEws. Yes. 

Mr. Taser. They have a good diet and are able to pretty well 
take care of themselves 
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\fr. ANDREWs. There are two items behind that. One is, we are 
expecting Syria one of these days to absorb a number of these refugees 
from outside who are sitting around in Jericho and Jordan and on the 
Gaza strip. That is about the only place they can go. 

\Ir. Taper. What is the area of Syria? 

\ir. GARDINER. Seventy-two thousand square miles. 

Mr, Tanger. What is the area of Israel? 

\ir. GARDINER. About 8,000 square miles, 

\lr. ANDREws. The country has some very good land. It has some 
areas that can be developed into areas of irrigation, and the food pos- 
sibilities of Syria are considerable. There again, it is not only for the 
local consumption, but Syria must begin to produce for export to 
other areas in the Arab world and also to Europe. I do not see how 
Europe is going to live off the dollar wheat from now on out. | think 
that they have to get wheat from some area of soft currency. Europe 
is cut off from the Danube Basin and Europe has to have 30 percent 
of her food from the outside, or she does not live. Up to now that has 
mostly been coming from the United States and Canada and a good 
part of it financed by our taxpayers’ money. One day that is going 
tostop. You have to get sources of supply to her. I think, in Turkey, 
syria, and Iraq and in that area there is the greatest possibility for 
doing that. When you do that, you are raising the standard of liv- 
ing for these people, which is the object of the technical cooperation 
program. 

Mr. Taner. The standard of living of many of these people is not 
too bad as far as food goes. 

Mr. ANprews. It certainly is not, but the general level of existence, 
as we all know, is low. 

Mr. Tarer. They have been brought up with poor housing 
facilities. They have had that always. 

Mr. Anprews. I would not say that the housing is so bad. I 
think the mud houses are pretty good for that part of the world. 
Such things as normal education facilities and normal sanitation 
facilities, and simple and inexpensive things, are not within the 
reach of most of those people. 


SANITATION 


Mr. Gary. Sanitation is terrible in that part of the world? 

Mr. ANprews. Yes. It taks only a very small amount of money. 

\r. Tarnur. They ought to be able to finance what they have to 
do. They can make their own pipes and do their own ditch digging. 

Mr. Anprews. They do their own ditch digging, but the matter 
of pipes is something that does not exist out there. 

Mr. Taper. They can make it, can they not? They have some 
cement. They can make tile; can they not? 


CEMENT 


Mir. ANprEws. You would be surprised how few cement factories 
there are. It is one of the ironies of that part of the world. You 
have all kinds of fuel oil to make the finest cement factory, but there 
are no cement factories except in a few cases. The cement capacity 
of that part of the world runs to practically nothing. I could go into 
ong story why it is difficult to do, but that is the fact. 
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Now, take Iran. Iran is a country of considerable resources an 
wealth and water. You can start in on irrigation in Iran and you 
pump water out of the ground and you start it down a dry ditch, and 
the loss of the water is terrific, so you need a simple, cheap half of » 
concrete pipe to make a flume to run down to the field. You have 
no concrete; you have no facilities. You cannot import cement from 
France and Germany or Japan to build one of these ditches. These 
concrete flumes, but if you can put up a factory there and Iran can 
use a little of that crude oil to burn the rock and use some of the rock 
to make cement, you have only a very, very small cost. You could 
do this and utilize the water properly. It is all tied in together. 


SUPPLIES AND EQUIPMENT 


Mr. Gary. On page 97 you have a table. You have “Supplies and 
equipment.” " hat does that consist of? 

Mr. Anprews. Well, practically everything, depending upon the 
program. fate us take Jordan. In Jordan we supplied a bulldozer 
and some heavy earth-moving equipment in connection with cleaning 
out some cisterns there. We are going to supply some elevator equip- 
ment. They are attempting a grain storage system in Jordan as a 
demonstration base. There will be some elevator equipment going 
in there. We are equipping for the Jordan people a biological labora- 
tory. Believe it or not, in the whole Middle East, if you have a blood 
smear and want to trace down a disease, or if you have a type of pest 
that is attacking an olive tree, or rust getting on the wheat, there is 
no laboratory or technical laboratory in the whole area where those 
things could be studied. The Jordan people have put aside a strip of 
land and they are building a stone building and putting laboratory 
equipment in there for a small but modern biological and technical 
testing laboratory. We are going to put five technicians in there who 
will teach the Jordan technicians how to operate and do it. We figure 
that it will take 2 or 3 vears to bring those around. At that point our 
technicians will withdraw and they will have that to go ahead with. 
You cannot attack livestock problems, you cannot attack plant- 
disease problems in a modern way without technical laboratory equip- 
ment. It is astounding the inroads that pests have made upon the 
food supplies and the livestock and, of course, the people. The disease 
in that part of the world is terrific. 

When we supply equipment, it is that type of equipment. 

Mr. Gary. Will that laboratory handle human diseases as well? 

Mr. Anprews. Yes, and even minerals. 

Another item of supply is DDT. We are using DDT as an attack 
on health problems. I could tell you about our Public Health men 
who came in from the Middle East this morning. They say the 
big thing in connection with the health program is to attack the 
disease that attacks a person able to work. That is malaria. After 
the rains come in that part of the world, that is when the farmers 
ought to get out to plant their crops. But that is also when the 
malaria hits, and so there is a big malaria-control program out there. 
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LOCAL COSTS 


Mr. Gary. The next column is ‘Local costs.’’ What is that? 

Mr. Anprews. That is for local costs that we have to spend vur 
money for, taking care of housing for our people and also for offshore 
procurement of certaim little things. 

Say, for example, you need a half-dozen thermometers, maybe some 
syringes or needles for a livestock program. Instead of having to go 
through the rigmarole of making 11 copies and going through procure- 
ment from Washington, they buy through a local importer. It is 
local expenses and local costs—-in dollars, I may say. 

Mr. Gary. Your “Total service cost” is in the next column, and 
that includes your technicians and trainees, is that correct? 

Mr. ANprews. That is right. 

Mr. Gary. The total service cost is the total of the cost of tech- 
nicians and trainees? 

Mr. Anprews. That is correct. 

Mr. Gary. Then your total cost is the total of supplies and equip- 
ment, local costs, and the total service cost? 

Mr. Anprews. That is right. 

Myr. Gary. We will recess until 2 o'clock this afternoon. 

Mr. Gary. Mr. Taber, do vou have any questions on the technical 
assistance under title II? 


NUMBERS OF PERSONNEL 


Mr. Taser. I had in mind asking a few. There seems to be some- 
thing about it that I cannot understand. 

How many people do vou presently have in each one of those states 
appearing on page 97? I want to get that down, and the number of 
so-called trainees. 

Mr. Anprews. In each of the states? 

Mr. Taner. Yes, and the over-all totals. They appear on the 
estimates here. 

Mr. Anprews. Trainees and persons? 

Mr. Taser. The technicians and trainees. They are both supposed 
to be persons. 

Give me the figure for Egypt. 

Mr. Anprews. Egypt, 17. 

Mr. Taner. How about Iraq? 

Mr. Anprews. Iraq, 26. 

Mr. Taner. Jordan. 

Mr. AnpreEws. 15. 

Mr. Taner. Lebanon. 

Mr. ANDREws. 49. 

Mr. Taser. Saudi Arabia. 

Mr. ANprREws. 11. 

Mr. Taser. Syria. 

Mr. ANprews. We have none in Syria at the present time. 

Mr. Taner. Yemen. 

Mr. ANprews. We have none in Yemen. Contracts are under 
negotiation there, and we send no technicians until the contracts are 
signed. 








Mr. Taser. How much money is there against the $6,100,00) 
estimate for 1953? 

Mr. ANpREws. Do you mean how much money is being spent. fo: 
the technicians? 

Mr. Taser. A similar figure to the $6,100,000. 

Mr. ANprews. It will cost about $14,000 to $15,000 per person. 

Mr. Taser. There is $6,100,000. I want to know the correspond- 
ing figure to that for 1952. 

Mr. Anorews. I can figure it out. 

Mr. Taner. Let us go to the personnel first before we go to the 
dollars. All right; independent Africa, the total for that—that in- 
cludes Ethiopia and Liberia and Libva. 

\ir. ANprews. 49 for Liberia, 18 for Libva, and 6 for Ethiopia. 

Mr. Taner. We have Iran down below. 

Mr. Anprews. That is 110. 

Mr. Taner. Presently? 

Mr. ANprews. Yes. 

Mr. Taser. Israel. 

Mr. ANprews. We have 17. The figure I gave vou this morning 
was 13, but apparently 17 is the actual figure. These figures are as 
of now, this minute. 

Mr. Taner. Do vou want to give us the totals of these figures? 

Mr. Anprews. That totals 318. 

Mr. Taner. For the whole thing? 

Mr. ANpDREws. Yes. 

Mr. Taner. As compared to the 873? 

Mr. Anprews. Yes. 


DOLLAR ESTIMATES BY COUNTRY 


Mr. Taner. Now, see what vou can tell me about the dollars. 
What is vour dollar figure for Egypt? 

Mr. Anprews. I will have to figure it out. It is about $14,000 or 
$15,000 per person. 

Mr. Taser. About $138,000; is that about right? 

Mr. Anprews. In Egypt there are 17 people, and the average cost 
per technician in a country, getting them out of the country and putting 
them over there for a vear, and paying salaries and allowances is 
between $14,000 and $15,000. 

Mr. Taser. If it is $15,000, we will have to add a bit more. We 
will make 1t $255,000. 

Now, vou have Iran. 

Mr. Anprews. It would be 15 times 110, or $1,650,000. 

Mr. Taser. For Iraq it would be $390,000. For Jordan it would 
be $225,000. Is that right? 

Mr. ANprews. Yes. 

Mr. Taser. Then you have Lebanon, $735,000. Saudi Arabia is 
$165,000; is that right? 

Mr. Anprews. Yes; that is correct. 

Mr. Taser. And the next one is Syria, and that is nothing. 

Mr. Anprews. And Yemen is nothing. Contracts are under 
negotiation there now. 

Mr. Taser. Ethiopia is next, and that would be $90,000. 

Mr. Anprews. Yes. 
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Mr. Taser. Then you have Liberia, $735,000. 

Mr. ANDreEws. Right. 

Mr. Taser. You have Libya, $270,000? 

Mr. Anprews. Right. 

Mr. Taser. You have Iran, and that is $1,650,000, 

Mr. Anprews. Right. 

Mr. Taper. Israel, $255,000. That makes a total of $4,770,000. 


NUMBERS OF TRAINEES 


Now, let us see how the trainees blossom out. How many do you 
have in Egypt now? 

Mr. Anprews. Twenty-six in Egypt and none in Ethiopia. 

Mr. Taser. How about Iraq? 

Mr. AnpreEws. Five. 

Mr. Taser. How about Jordan? 

Mr. Anprews. Three. 

Mr. Taser. How about Lebanon? 

Mr. ANDREWs. Seven. 

Mr. Taser. How about Saudi Arabia? 

Mr. ANpREws. None. 

Mr. Taser. How about Syria? 

Mr. Anprews. None. 

Mr. Taser. Yemen? 

Mr. AnprEws. Yemen, none. 

Mr. Taser. Ethiopia? 

Mr. Anprews. None. 

Mr. Taper. Liberia? 

Mr. ANDREWS. Six. 

Mr. Taper. Libya? 

Mr. ANprEws. One. 

Mr. Taper. Iran? 

Mr. Anprews. Twenty-three. 

Mr. Taser. Israel? 

Mr. ANprews. Nine. 

Mr. Taner. That is $5,000 apiece. 

What is there in the situation that calls for such a large jump in 
almost every activity of this sort, and what is there that calls for going 
into these other countries that did not exist last year? 

Mr. Anprews. Are you referring to the technicians and the 
trainees or the general over-all program? 

Mr. Taner. That is what we have been talking about, the tech- 
nicians and the trainees. 

Mr. Anprews. In the first place, no money was available for this 
program 

Mr. Taner. In other words, there is more money made available 
to you and you have to find some way to spend it? 


COUNTRIES SEEK AID 


Mr. ANprews. No; it is not that at all. There was no money 
available for this program until October and November of last year. 
We cannot even sit down to discuss plans with a country which has 
asked for technical assistance until we have the money. The result is 
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that each country approaches our country and requests technica] 
assistance 

Mr. Tanpr. Does any country ever approach us? 

Mr. AnpreEws. They absolutely do, sir. 

Mr. Taser. Do you mean that? 

Mr. ANDREWws. I mean it, sir. 

Mr. Taser. Are not they simply approached by our people and 
asked if they cannot take them on? 

Mr. Anprews. Well, there may be instances of that. As I said 
before | have only been in this point 4 program a very short time. Be- 
fore I was in point 4 I was approached in Rome last ‘November by two 
or three countries saying that they wanted technicians in agriculture 
and various other lines and were very anxious to get them. At that 
time there was no agreement between that particular government and 
our Government. After an agreement has been signed at the so-called 
top level between our Government and the government concerned, 
then the technical ministers and people within that government get 
together with us and we work out the program. That is a very slow 
process and, we never got around to actually talking to the technicians 
in many of these countries until March and April and some as late as 
the last few days. Although the money was made available late last 
vear and although contracts had been in discussion, it is a very slow 
process. 























OBLIGATION RATES 








Mr. Taser. Weil, then, you are not averaging spending the $15,000 
in this year that you have given us. 

Mr. Anprews. The general estimate for our programs in the past 
and the programs in the tuture is somewhere around that figure. 

Mr. Taner. You mean that from the Ist of April to the 30th of 
June you are spending $15,000 on the average technician? 

Mr. Anprews. No, sir, absolutely not. 

Mr. Taper. Then the answer that you gave me was wrong, be- 
cause you are not spending the $15,000 this year that you indicated. 

Mr. ANprews. We are obligating the funds, though, sir. 

Mr. Taser. You are obligating the funds, but not the $15,000 
per man that you have used in these figures. Now, why do vou not 
just say you made a mistake? 

Mr. ANprews. Well, sir, I do not think we have made a mistake. 

Mr. Taser. Then you did spend $15,C00 for 3 months on one of 
these fellows, is that it? 

Mr. Anprews. This $14,000 figure is the expanded average figure 
here, but as to the estimate for the expenditures this vear, we may 
have one fellow off 3 months, and others in for other months. 

Mr. Taser. When did they first go to work? 

Mr. Anprews. There would have been bound to be a lot of them 
working early last November, and there were some people in the 

countries under the previous year’s appropriation at that time, and 
all during last year a few people, but the bulk of the technicians have 
really begun to start moving now. 
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ACTUAL COST PER PERSON 








Mr. Taser. Well, then, you would not have an average of $15,000 
for those people. If you did, what are you going to have this year 
for them? I want to put in the record just exactly what has been 
spent for these technicians at this point because I thiak we ought to 
see it separately for the technicians and separately for the trainees in 
each of those countries, and I want to see it. Frankly, it makes me 
wonder. 

Mr. Anprews. Let us get it straight on this. 

Mr. Taser. That is what I want to get. 

Mr. Anprews. Any figure we put down here, the’ total of it which 
voing to get into the de ‘tailed record has got to be a general estimate. 
The general estimate that we have been using for the projection of 
our personnel next year in the 1953 budget is between $14,000 and 
$15,000. 

The actual cost of a fellow that you take here and put in a country 
for a full year is somewhere between $16,000 and $20,000. A lot of 
these people who are here this year we certainly are not going to spend 
a full $14,000 on. The only way I could give you the figure you want 
is to go to each individual case, and if each man has been in a country 
3 months—— 

Mr. Taser. Do you not have record in your office, a breakdown in 
the way you have brought this material up here? If not, I do not 
see why you brought the committee a breakdown like this, because 
that would not be the way to do business. We are supposed to get 
some kind of a general statement of what you are doing and why you 
need the money, and that is what I am trying to get at and, frankly, 
I am having hard work. Maybe it is the way I ask questions. 

Mr. Anprews. No; I think you are asking good questions, and we 
will supply that. 

Mr. Taner. Why did vou not bring it up here so we could have it 
when vou talked and discussed it, because honestly if I was doing that 
kind of a job IT would want to come up knowing enough about it to 
have that. I would want to be able to answer questions and supply 
the information. If we went out on the floor with this and could not 
answer these questions they would wipe the earth up with us. I do 
not like to see my committee act on that kind of a basis. Now, that 
is the situation. 

Mr. Anprews. If I may speak just a word on the situation we have 
here on the TCA end and reasons why we do not have this in detail. 
In the first place, this is a small program in terms of the amount of 
money furnished to each individual country. 

There are 35 countries involved, and we are trying to hold, at least 
the administrative personnel down below the number of technicians. 
This is a program that is supposed to get technicians. 

Mr. Taser. Now, to get this information in any kind of shape I 
have been spending a little less than a half an hour on this particular 
set-up, and the fellow who has charge of those figures probably could 
have done it in 10 minutes. That indicates that you have not treated 
the thing the way it ought to be treated. 

Mr. ANprews. Maybe we have made a mistake in our presentation. 
There is no question in the world about that. 
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ITEMS OF LOCAL COST 


Mr. Taser. Here you have another thing, you have total service 
cost, about $16 million, and you have local costs $15,600,000. What 
is the $15,600,000 for? 

Mr. Anprews. You are speaking now of the total, sir? 

Mr. Taser. Yes, what is it for, local cost? 

Mr. Anprews. Local costs are local dollar expenditures within a 
country. 

Mr. Taser. For what? 

Mr. Anprews. For transportation for our personnel, for housing 
for our personnel, and for the general services for the personnel, and 
also offshore procurement for items used in these programs to back up 
the programs. ‘That is all local expenditure. 

Mr. Taser. Now, you have some of them that seem away out of 
line with the activity. 

Mr. Anprews. There are some areas there where we may buy loca! 
stuff than in others. 

Mr. Taper. Now, in Iran what do you buy with that approxi- 
mately $9 million? 

Mr. Anprews. Iran? 

Mr. Taser. Yes. Now, that is $9 million, and you do not know 
what it is for? 

Mr. ANpreEws. $8 million. 


IRANIAN LOCAL COSTS 


Mr. Taper. It is $8,985,000. That is practically $9 million. 
What is the story on that? 

Mr. Anprews. Iran is one of the few countries where the local 
country is not making substantial contribution to this program. We 
have certain expenses out there taking care of our personnel. We 
have to use dollars with which to buy Iranian currency to meet those 
expenses, and that is what this is. 

Mr. Taner. What kind of expenses are they? 

Mr. Anprews. They have to do with housing these people and part 
of the expenses of the programs we are carrying on. In other words. 
say that there is a school program out here and that normally Iran 
would make a contribution, and we would make a contribution. In 
this particular case Iran is busted. 

Mr. Taser. How could they be busted with all of that oil? 

Mr. Anprews. They are not selling oil. The Abadan refinery is 
shut down. 

Mr. McGratru. Why are they not selling oil? 

Mr. Anprews. That is a problem I am not dealing with. IJ am 
told that they are not able to pay their school teachers or the posta! 
force. 

Getting around to this other question there are certain supplies 
needed for schools, blackboards and things of that kind which run 
into considerable money. On the agricultural program you recall 
that the costs here are $325,000. You have your rural improvement 
and extension service, locust control, control of pests and insecticides, 
and servicing of the airplanes we are sending up there in carrying that 
through, and that is paid for by us, and that is part of this $8 million 
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Mr. Taser. Did the Iranians ask us to come in there? 
Mr. ANprEws. They certainly did. 

Mr. Taper. Do they like us? 

Mr. ANpDrEws. They certainly do. 


PURCHASE OF DRAFT ANIMALS FOR IRAN 


Mr. Taner. What is there to these stories that I read in the papers 
and heard about on the radio about the Iranian jackasses? How 
many did you sell? 

Mr. ANDreEws. Sixty-five from the island of Cyprus. 

Mr. Taner. They did not like them according to the papers. 

Mr. ANprEws. The Communist press made a lot of noise about 
that, but the facts are the Iranians were very glad to get them. 

Mr. Taser. Was it hard work selling the jackasses over there? 

Mr. ANpreEws. No, sir. At first some of the Iranians refused to 
pay any attention to the Government or anybody else that came 
here on this problem of trying to improve the stature and size of 
their animals. Their animals had little spindly legs, and you had 
to have more power in them in order to get more work done. If you 
can breed a stouter animal in the way of a jackass you can get more 
power in this program. It is a very serious program for a very 
serious purpose, although the Communists made a lot of fun of it. 

Mr. Taper. Well, you sent 65 of them out there. How much 
did they cost ‘vou? 

Mr. Anprews. My associate here, who is in charge of that area 
said they were purchased by the Iranian Government. Our livestock 
person who was out there went to Cyprus as a representative of the 
franian Government and bought them. They are being distributed 
in connection with that general livestock-improvement program out 
there, and we are trying to help them on that. 

Mr. Taser. You mean that they bought them themselves? 

Mr. ANprews. That is right. 


JOINT DISTRIBUTION 


Mr. Taner. And they are distributing them themselves? 

Mr. ANprEews. We are distributing them along with the Iranians 
on the joint program between the United States and Iran. 

Mr. Taner. We were told a minute ago that the Iranian Govern- 
ment bought them. Why did we need to be in it at that time, and 
why would we be the butt of criticism when the Iranian Government 
bought them? That is something I do not understand. 

Mr. ANprews. Of course, we get credit for a lot of things we do 
not do, and some of the things that we do do, but this whole thing 
grows out of the livestock program. The livestock specialist who 
Was out there working with the Iranian Government on livestock 
improvement and who had been combatting diseases in the general 
program of improvement, which includes not only jackasses, but 
cattle, poultry, sheep, and everything else, and it was decided to 
import these jackasses from Cyprus. The Iranian Government 
bought them, and we had a man out there to help in selecting them. 
When they were distributed I suppose our man was present at the 
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general distribution. We did not distribute them as such. We 
were part of the general program. 

Mr. Taser. They would not be a part of the $9 million, then? 

Mr. AnprEws. They were not; no, sir. 

Mr. Taser. Did you buy cattle and distribute them? 

Mr. Anprews. We bought and distributed some cattle. 

Mr. Taser. Did you buy them or did Iran buy them? 

Mr. Anprews. I think the Joint Development Board out. there. 
of which we are a part, bought them, when we get right down to the 
specific situation. 

Mr. Taper. How about it, who bought them, and how many of 
them were bought? 


PURCHASE OF UNITED STATES BULLS 


Mr. Fryer. The jackasses, as Mr. Andrews suggested, were pur- 
chased by the Ministry of Agriculture in Iran. They were only held 
on the Island of Cyprus until they had made a purchase of 60 jack- 
asses. They were without dollars to pay the transportation from 
Cyprus to Iran, so we selected them and paid the transportation from 
the Island of Cyprus to Iran. In addition to these jackasses we 
brought from Wisconsin as part of the general livestock improvement 
program 10 bulls. Those were paid for by the United States and 
transported from these funds. 

Mr. Taser. How much did you pay for them? 

Mr. Fryer. I have forgotten what we paid for them. I do not 
have the exact record on those, but I believe those bulls ran us in 
Wisconsin $500 apiece as yearlings. 

Mr. Taser. Would that be carried under supplies and equipment? 

Mr. Fryer. Yes, sir. 

Mr. Taser. Or carried under local costs? 

Mr. Fryer. That particular item would be under ‘Supplies and 
equipment,’’ Congressman Taber. 

Mr. Taser. That would be supplies and equipment? 

Mr. Fryer. Yes, sir. 

Mr. Gary. If you bought them in Iran they would be under “Local 
costs’? 

Mr. Fryer. Yes, under local costs, but any supplies or equipment 
bought in the United States are under the supply and equipment item 
shown here. 

Mr. McGrarn. I could not hear where you said you purchased 
them. 

Mr. Fryer. The bulls? 

Mr. McGratn. Yes. 

Mr. Fryer. In Wisconsin, sir. 


BABY CHICK PROCUREMENT 


As part of this general livestock improvement program that Mr. 
Andrews talked about we also shipped 75,000 baby chicks to Iran 
as part of the general poultry improvement program. ‘Those were 
shipped as baby chicks from New Jersey and sent by airplane. 

Mr. Taser. 75,000 baby chicks? 

Mr. Fryer. Yes, sir. 
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Mr. Taser. How much did you pay for them? 

Mr. Fryer. Those cost landed $1.25 each. 

Mr. Taper. $1.25 each? 

Mr. Fryer. Yes, sir, $1.25 each, the estimated landed cost. 

Mr. Taner. Now, I have 10 bulls here, $5,000, and is that 7,500 
baby chicks or 75,000? 

Mr. Fryer. 75,000. 

Mr. Taser. 75,000 baby chicks at $1.25 apiece? 

Mr. Fryer. Yes, apiece; that is landed gross cost, including losses 
and replacements. 

Mr. Taser. Apiece? 

Mr. Fryer. Yes. 

Mr. Taner. On that basis they cost you $93,500. 

Mr. Fryer. Yes. 

Mr. Taner. Now, that makes $98,000, including the bulls, $5,000 
for them, and the total cost for the whole set-up is the total amount 
shown here for this year and is something like $19 million. So, you 
are not going to embark on quite as gorgeous a program as vou had 
last*year, is that it? 

Mr. Gary. Off the record. 

(Discussion off the record.) 


COMPARISON OF COSTS BY COUNTRY AND PROGRAM 


Mr. Taper. Now, vou have Israel, and vou are spending for supplies 
and equipment in Israel something like $1,300,000? 

Mr. ANpreEws. Yes, sir. 

Mr. Taser. Now, you have that set-up. How much did you spend 
this vear?) I want these other comparable figures if I can get them. 
On Egypt how much did you spend for supplies and equipment? 

Mr. ANDREws. You mean for 1952? 

Mr Taser Yes 

I will tell vou what I think vou ought to do, so that we can kind of 
see What vou have I think vou ought to take that page back home 
with vou and that vou ought to fix it up and put the 1952 figures 
right alongside. 

Mr. ANprews. Of the 1953 figures? 

Mr. Taser. Yes; of the figures for 1953 so that we can see what it is 
like. 

Mr. ANprews. All right, sir. 

Mr. Taper. Because it is almost impossible for anybody to get any 
intelligent judgment out of it as it is now. 

(The material requested is as follows:) 
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Mr. Taper. Now, we are spending a lot of money in these countries. 
You are spending in the neighborhood of $16 million practically for 
personal services for trainees and for technicians. I do not know 
whether that includes expenses or not. I do not suppose it does, 
because I suppose you have to house them and pay a lot of exchange 
costs and travel expenses, and so forth. 

Mr. Anprews. That is right. 














COSTS OF TECHNICIANS AND TRAINEES 


Mr. Taper. So, that $12 million does not include much outside of 
salary, does it? 

Mr. Anprews. As to the $12 million on the cost of technicians, that 
includes their transportation over there and the transportation of 
their families, and the keep and pay of the technicians. That all goes 
into this cost. 

Mr. Taper. It all goes into that? 

Mr. Anprews. Yes. sir. 

Mr. Taser. It does not inelude their travel expenses in the local 
community, does it? Or does it? 

Mr. Anprews. Yes, it is part of the cost of maintaining the tech- 
nician in the field. 

Mr. Taper. All right. Now, this trainee business is sending folks 
out of the country? 

Mr. Anprews. That is for sending people from that country to this 
country. 

Mr. Taner. What do you do? Do you pay their expenses? 

Mr. AnprEws. We pay their transportation here and their trans- 
portation per diem while in the country, and the transportation cost 
back. 

Mr. Taner. That is, per diem plus allowances? 

Mr. AnpreEws. Yes; for food and lodging. It is on a sort of scholar- 
ship basis. 
















LOCAL COSTS 








Mr. Taser. Now, you have $15 million for local costs, and three- 
fifths of the whole thing is in Iran. You have $19 million for supplies 
and equipment, and better than half of that is in Iran. 









IRAN 


Mr. ANnprews. Well, sir, Iran, as you well know, is one of the 
countries which our Government felt was in a so-called critical area 
there right up against Russia. Congress after presentation before 
Congress felt that this required an extraordinary effort in that par- 
ticular situation and authorized $25 miilion, or about $23 million to 
be devoted to this program last year, and about the same amount 
this year. The other countries with the exception of Pakistan and 
India have quite a smaller category where the whole tempo of the 
effort is strictly on a technical basis, more or less on the teaching and 
educational basis. In Tran they thought they had to do more than 
that, and this Iran program contained certain elements of supply. | 
think we bought some sugar for Iran in order to acquire local cur- 
rency. That is the only country where we bought such goods, out- 
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side of the Israel program and a special economic assistance project 
in Jordan. 
SYRIA 


Mr. Taser. Syria is a comparatively small country? 

Mr. Anprews. Of course, there is no contract with Syria at all. 

Mr. Taner. There they have the highest standard of living of any 
country in the whole group, and yet we have a program to spend there 
in the neighborhood of $7 million. 

Mr. Anprews. There is not now, but as I explained this morning 
there is under negotiation a contractual arrangement. 

Mr. Taner. How much are you spending there this year? 

Mr. ANprEws. None; because there is no contract with Syria. 
There is under negotiation between our Government and Syria a 
contractual arrangement. We cannot get into a country on a tech- 
nical-assistance program without that over-all contract. 

This proposed program is set up in anticipation of a contract with 
Syria next year and if that goes through the bulk of the technical 
assistance will deal with some irrigation developments and _ resettle- 
ment projects in order to resettle a large number of the Israel or 
Palestine refugees which have remained in the Gazi strip and in Geor- 
gia. This money will go toward the development of some irrigation 
projects and the actual opening up and resettlement of new land in 
Syria. This will enable them to receive these refugees. 


MIDDLE EAST HOUSING PROBLEMS 


Mr. Taser. You have $6 million for housing and that sort of thing 
in this program, or $5,988,000. I stretched it $12,000, but that is 
practically it. 

Mr. AnprEws. Quite a number of things are involved in that. 

In the first place there is a program on in Egypt and in several 
other countries in which we are assisting them in trying to find a 
method to make Egyptian houses out of the mud and out of the straw 
and out of the indigenous materials they have in that country and 
sprucing up to help those villages. The housing situation, as you 
know, is very serious throughout the Middle East. 

Mr. Taser. Have they always lived in tents in those places? 

Mr. ANnprews. Well, the Bedouins have lived in tents, but you see 
the typical housing developed in most of the area there is in mud 
villages. 

Mr. Taper. Well, they build them themselves, do they not, locally? 

Mr. AnprEws. That is right. 

Mr. Taper. I have seen some of them that looked pretty good, 
but they do not all look good. 

Mr. Anprews. That is right. 

Mr. Taser. I know that; but do they not know how to do those 
things? 

Mr. ANnprews. Well, they do and in a very large way that amazes 
me. We have some people who think if demonstrated it can be done 
easily, and it is not only the housing, but it is laying out villages, 
assisting them in the laying out of villages. 

For instance, in Iran there is a big area, an area there on the Tigris, 
and there is a lot of water there and no people there on the land, and 
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no housing. We are contributing only a small amount in the way of 
technicians and materials, sir, for demonstrations of method of 
building houses and handling the houses and laying them out an 
building sanitary villages. 

Mr. Taser. Iraq is a pretty prosperous country. 

Mr. Anprews. Yes, Iraq is a prosperous country, and they are 
spending plenty of money in it. 

Mr. Taner. Now, you would think that people in that situation 
would be almost able to take care of themselves. 

Mr. ANDREws. Yes; to a large degree they are. What we put in 
Iraq is just practically nothing hottie what they have got to spend 
in this over-all resettlement of these refugees and developing this 
country as it has got to. 

Mr. Taser. Egypt is quite a prosperous country, is it not? 

Mr. AnpreEws. It has been and still is, but they are in pretty 
serious international financial difficulties now. 

bia Taper. That is due to mismanagement more than anything 
else. 

Mr. Anprews. That is right. 

Mr. Taser. The same trouble we are in here. 

Mr. ANprEws. Most of the dollar expenditure in Egypt is for equip- 
ment which comes from the dollar area. Egypt is, of course, a soft- 
currency country. They are short of dollars and most of the materials 
is stuff that is needed out of the dollar area which will go into these 
programs. 

PALESTINIAN REFUGEE CAMPS IN JORDAN 


Mr. Taner. As to Jordan I do not know that I am able to talk about 
how prosperous that is. 

Mr. AnpreEws. It is one of the poorest countries in that area, and 
if you want a good example of that, Mr. Gardiner here this morning 
said that the United Nations was spending $3 a month per capita 
on the Palestine refugees in those camps. 

Mr. Tarer. In Jordan? 

Mr. Anprews. Yes, sir, $3 per capita per month, and that is a 
higher standard of living than the average in Jordan. They actually 
would like to get into the camps. 

Mr. Taner. In other words, they are making them too attractive? 

Mr. Anprews. You are probably right, Mr. Taber, but you cannot 
be very attractive on $3 a month. 

Mr. Taner. Who is responsible for these refugees being gathered 
in Jordan? 

Mr. Anprews. They were driven out of Palestine during the 
Palestine war. 

Mr. Taner. They are Arabs who were driven out of there? 

Mr. Anprews. That is exactly right, sir. 

Mr. Taner. They had houses in Palestine to live in, did they not? 

Mr. ANnDrEws. Yes, sir. 

Mr. Taner. Are they included in the population figures given here 
for Jordan? 

Mr. Anprews. I think so. 

Mr. Taner. 619,000? 

Mr. Anprews. No; the refugees go on top of that, do they not? 

Mr. Garpiner. Excuse me. 
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Mr. AnpREws. I say the refugee population in Jordan in the camps 
is not included in the population figures given for Jordan, is it? 

Mr. Garptiner. The total population, including the refugees is 
about one and a quarter million, including 165,000 on rations. 


PROGRAM FOR LEBANON 


Mr. Taser. You have $4 million for Lebanon, with a few thousand 
on or off. Why do you need all of that money for them? 

Mr. Anprews. Well, there are a great number of developments 
out there in irrigation, in agriculture, in increasing food production, 
and in the establishment of better and sanitary water supplies. 

Mr. Taser. I want to give you a chance to correct it if it is not 
right; is this area figure shown here on page 98 for Lebanon right? 

Mr. ANpREws. You mean in figures? 

Mr. Garpiner. It is 4,000 square miles. 

Mr. Taser. Four thousand? 

Mr. Garptner. Yes; 4,000 square miles. 

Mr. Taser. Four thousand square miles? 

Mr. Garpiner. That is right. 

Mr. Taser. Is that all it is? 

Mr. GARDINER. Yes, sir. 

REFUGEES 


Mr. Taser. How many refugees do you have in there? 

Mr. GarpIneErR. 100,000 from Palestine. 

Mr. Taper. You have 100,000 there? 

Mr. GARDINER. Yes, sir. 

Mr. Taser. It is costing you more to take care of them than it is 
in the Jordan territory. 

Mr. Anprews. The Lebanon program is not necessarily directed 
at the refugees, except to move them toward getting them on the land 
or in villages in some sort of way, or trying to make it possible for 
them to be integrated within the population, and I want to tell you 
frankly that the Lebanese do not want the refugees integrated into 
the population. 

Mr. Taser. Are they Arab refugees? 

Mr. Anprews. Yes, sir, but this Lebanon program involves open- 
ing up land and irrigation and the development of natural resources, 
and whatever they have to try to make it more attractive and to make 
the country more productive, and primarily the money involved here 
in Lebanon is for the support of the technical people who are out 
there. 

Mr. Taser. You have practically 450,006 in Jordan, and a little 
over 100,000 in Lebanon, and Lebanon seems to be getting about the 
same amount of money, or a little more money than Jordan. 

Mr. Anprews. Of course, the point is it is a program to build up 
the general needs of the country, not necessarily the needs of the 
refugees at all, but meeting what the people in the country feel are 
their basic problems. 

Mr. Taser. There would not be any need for it if the refugees 
were not there? 

: Mr. ANpreEws. | think there would. Jordan has a growing popu- 
ation. 
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PROGRAM REGARDLESS OF REFUGEE SITUATION 


Mr. Taser. You mean we should have this program all over re- 
gardless? 

Mr. Anprews. If the country wants it and it is the announced 
policy of this Government and the country comes along and says we 
want you to help us in developing some technical oro and 
supporting economic aid, if it is the policy of this Government to 
supply aid, to give this aid to undeveloped areas, I do not see how 
you can deny it to any country that is asking for it, if it is the policy 
of the Government. 

What we are trying to say here is that this is the policy of the 
Government, it has been announced, and other programs have been 
built up by technicians and the people in the field on what is needed. 
It is coming in here and it is presented as what it takes to do the job 
this vear. 

Mr. Taser. The whole program has gotten to be a headache. 

Mr. Anprews. That is probably right. 

Mr. Taper. Well, I thought so. 

Mr. Anprews. But it is one of those things. What we are trying 
to do is to take whatever money that is given to us and see that it is 
spent in a manner which will develop something in the country, and 
that it will help them to help themselves. We might fail in many, 
many ways 

Mr. TABER. If you give them a nickel they are mad because you 
do not give them a dime. 

Mr. Anprews. I donot know. I could show you some things which 
look entirely different from that. 

Mr. Taser. That is the way with an awful lot of them, the more 
you give them the worse they feel toward you. 

Mr. Anprews. The other point I want to emphasize is that this 
money is not poured in at the top of government, but it goes to a 
specific program, to a specific area that touches the people, and they 
know we are touching them. 


SAUDI ARABIA 


Mr. Taser. You have Saudi Arabia here for $647,000. 

Mr. ANprews. That is a very rich country. 

Mr. Taner. That is the story 1 have heard. They have about 
6 million people, and they have not a poor enough per capita caloric 
consumption, so you wanied to advertise it. 

Mr. Anprews. Sir, I do not think they know. 


LIBERIA 


Mr. Taner. You get into Liberia, and that is a rich country today, 
is it not? 

Mr. Anprews. It is fairly rich. It is far from rich in the genera! 
term, but it has good resources. Its people are fairly well taken 
care of from the food standpoint, but they are very backward in 
terms of educational facilities and the actual development of thei 
country from a resource standpoint. 

Mr. Taser. Their resources have been developed pretty fast during 
the last few vears. 
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Mr. Anprews. That is right, primarily by the Firestone Co. The 
Liberian program is heavily weighted in agriculture and in health. 

Mr. Taser. They have money enough really to take care of it 
themselves, have they not? 


PROPORTION OF NATIONAL BUDGET DEVOTED TO POINT 4 


Mr. Anprews. To show you what they think of this program they 
are putting 20 percent of their national budget behind the point 4 
program out there. 

Mr. Taper. That is the only one that is putting anything like 
that up. 


MUTUAL AID AS BETWEEN FOREIGN COUNTRIES 


Mr. Coupert. Is there any mutual aid between the rich and poor 
areas of the countries themselves? You have previously referred to 
Saudia Arabia. Now Liberia is a rich country also. 

Mr. Anprews. No, sir. 

Mr. Couperr. As far as any mutual aid is concerned it is purely 
mutual aid stemming from the United States? 

Mr. Andrews. This is technical aid from our standpoint. I think 
this matter of development in the Middle East—Il am not trying to 
argue the political side of this, but something needs to be done in the 
Middle East to develop that part of the world economic ally, and I 
think somewhere along the line we will aid countries such as Iran, 
Saudia Arabia, and even Lebanon, and they could all join in general 
development. That area has to be developed as a unit. 

Mr. Covprerr. Up to this point they have not done so? 

Mr. Anprews. No, up to this point they have not done so. There 
is a lot of time w asted and we are doing a great deal technically to try 
to encourage them. 


CONTRIBUTIONS OF OTHER NATIONS TO PALESTINE REGUGEES 


Mr. Covprrr. To what extent are they contributing to the support 
of the Palestine refugees outside of their own individual community? 

Mr. Garpiner. A- very substantial contribution is made by these 
countries. It amounts to about $4 or $5 million a vear. On top of 
that Iraq has supported on its own about 5,000 of the refugees, and I 
think it is only fair also to note that these countries, particularly 
Saudi Arabia has given financial support to the weaker Arab coun- 
tries from time to time. They made a loan to Syria. 


LOYALTIES TO UNITED STATES 


Mr. Taser. Are any of these people in Israel loyal to the United 
State as against Russia? 

Mr. Anprews. I think speaking generally, that whole area would 
be found on the side of the United States in any struggle. 

Mr. Tarngr. You do? 

Mr. Anprews. Yes, I honestly do. 

Mr. Taner. You know, Russia is the only one they have catered 
to in the satellite countries, and then the Russians killed off two-thirds 
of them for catering to them. Have the rest of them migrated some 
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place else? I do not know just what kind of a set-up there is there. 
It looks like the only thing they appreciate is being sat on. 

Mr. Anvrews. The question you raised, sir, I expect is more in 
Mr. Gardiner’s field rather than mine, because, as I said, our responsi- 
bility and approach is almost entirely technical, and maybe I spoke 
out of turn when I said that was my personal belief. 

Mr. Taser. You answered. I just asked the question; I did not 
know who was going to answer it. 

Mr. Anprews. That is right. 


LIBYA 


Mr. Taner. Now, you have Libya; what kind of doings do you 
have there? 

Mr. Anprews. Well, there are all sorts of doings, as you say, in 
Libya. 

In the first place, as you know, it is one of the newest of the sovereign 
nations. During pretty much of its history it has been under some 
conqueror or the other. The last one was the Italians and they were 
the people who ran the railroads and did all of the business, or handled 
most of the business of the country, although those Italians are moving 
out of that area now. 

Mr. Taser. Why are they moving out? 

Mr. ANpREws. Sometimes they say they are persecuted, and some 
people say they just want to leave. 

Mr. Taser. They just want to what? 


LOCAL ABILITIES 


Mr. AnpreEws. I say some of them just want to leave. There are 
lots of arguments as to whether they are being persec uted or not, but 
the facts are you have a new nation there with practically no tech- 
nicians and no people who know how to administer or anything of 
that kind. You have a government run by just a few men, and there 
are not many people who know how to write in Arabic a simple letter 
on a typewriter. 

Mr. Taser. You might put it in the record that I could not write 
a letter in Arabic. 

Mr. Anprews. There are manual training schools out there to 
train people to learn to run lathes and the maintenance of motor equip- 
ment and railroad equipment, and there are people there being trained 
in woodworking, to make desks and all of that sort of thing. 

Mr. Taser. Libva has been a country that supported peace for a 
long time. 

Mr. Anprews. Italy argues that they paid tribute to Libya but I 
do not know. 

Mr. Taper. Why did they hang on if they did? 

Mr. Anprews. They claimed for political reasons and others they 
never got anything out of Libya. 

Mr. Taper. Well, I do not know. 

Mr. Anprews. If there is any country that needs and deserves a 
little technical help to see that these people really take hold of and 
think of their basic problems, that one country is it. 
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MATERIAL TO BE PROVIDED 


Mr. Taser. How much material is going in on this program? 

Mr. AnpreEws. In Libya? 

Mr. Taser. For all these programs? 

Mr. Bineuam. That is, military? 

Mr. Taser. No; how much material like tractors and trailers, 
hammers, nails, cement, and iron girders and all of that stuff? 

Mr. ANDREWS. $19,338,000. 

Mr. Taser. And the rest of it is incidental expenses for personnel, 
is that about it? 

Mr. Anprews. That is about it. I have a break-down here of 
what this $19 million includes if you would like to have it. 

Mr. Taser. Yes; I would like to have it. 

Mr. ANprews. Do you want that put in the record, or should I 
read it? 

Mr. Taser. I think I would like to put that in the record. 

Mr. AnpreEws. All right, sir. 

Mr. Gary. Insert it in the record at this point. 

(The matter referred to is classified for security reasons and was 
supplied to the committee.) 


MAJOR ITEMS 


Mr. Taser. Give us a a half dozen of the big items. 

Mr. Anprews. Fertilizers, $225,000. That is for Iran, now. 
Maybe we had better give you the total of all of them. 

Mr. Taper. Yes. 

Mr. AnpreEws. $225 million total for fertilizer. For chemicals, 
iron and steel, $1,370,000. 

Manufactured steel, including hand tools, hose racks and that sort 
of thing, $1,269,000. 

Construction and engineering equipment for mining and develop- 
ment of natural resources, $1, 690 ,000. 

Machine tools, and part of ‘those went to Libya, and I happened to 
see some of those i in operation, $425,000. 

Agricultural equipment, excluding tractors. This is binders and 
the smaller type of harvesting machinery, including plows and har- 
rows, $1,469,000. 

Motor vehicles, engines and parts, principally parts, $835,000. 

Scientific and professional instruments, apparatus and_ supplies, 
that is, like microscopes and all of the instruments used in research 
and colleges, $1,192,000. 

We have previously mentioned livestock and seeds and seedlings. 
Insecticides, chiefly DDT, and smallpox vaccine used in the health 
program, $1,884,000. Pharmaceuticals, drugs and vaccines, $1,- 
395,000. Medical and hospital equipment and supplies, $810,000, 
and some textiles, $140,000. 


ETHIOPIA 


Mr. Taner. Now, you have Ethiopia. You have mentioned it 
before, but that is supposed to be a rich country. 
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Mr. AnprEews. That is one of the richest countries from the 
standpoint of its resources, and undeveloped resources there, but it is 
not too rich from the standpoint of actually what exists there. 

The program in Ethiopia is primarily an educational program to 
develop leadership of the people themselves within their own country 
and to develop their own resources. The big expenditure is for the 
establishment of a small agricultural college and a research station 
for that country. 

Mr. Taper. I think that is all I have at this point. 

Mr. Anprews. Sir, I would like to make just one observation here. 
We will supply you with every detail you want on these programs. 
We have it. It is a matter of working it up and digging it out. If 
you want this budget paralleled as you suggested, we will have that 
here for you tomorrow. If you want more details on these things 
we can dig them out. 

Mr. Gary. Put that table in the record at the point where Mr. 
Taber requested it. 

Off the record. 

(Discussion off the record.) 

Mr. Gary. Now, are there any further questions? 

Mr. McGraru. No. 

Mr. Taser. Do you have any questions, Mr. Clevenger? 

Mr. CLEVENGER. No. 


WeEDNEsDAY, JUNE 18, 1952. 
ASIA AND THE Paciric—TitLe IIL 
WITNESSES 


OFFICE OF THE DIRECTOR FOR MUTUAL SECURITY 


Cc. TYLER WOOD, ASSOCIATE DEPUTY DIRECTOR FOR MUTUAL 

SECURITY 
DEPARTMENT OF DEFENSE 

MAJ. GEN. GEORGE H. OLMSTED, DIRECTOR, OFFICE OF MILITARY 
ASSISTANCE 

COL. JAMES B. CORBETT, USA, CHIEF, FOREIGN MILITARY AID 
BRANCH, SUPPLY DIVISION, DEPARTMENT OF THE ARMY 

COL. PHILIP B. KLEIN, UNITED STATES AIR FORCE, DEPUTY ASSIST- 
ANT FOR MUTUAL SECURITY TO DEPUTY CHIEF OF AIR STAFF 
OPERATIONS 

COMMANDER PAUL C. DANFORTH, USN, OFFICE CHIEF NAVAL 
OPERATIONS, MATERIEL 


MUTUAL SECURITY AGENCY 
HARLAN CLEVELAND, ASSISTANT DIRECTOR FOR EUROPE 


Mr. Gary. The committee will come to order. We will now pro- 
ceed to title II], Asia and the Pacific, and in that connection we will 
insert at this point in the record the table appearing at page 103 of 
the justifications. 

(The matter referred to follows: ) 
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q Mintrrarky Assistance, Economic ASssiISTANCE AND TECHNICAL COOPERATION 


Comparative summary of obligations by functions and activitics 











| ss ¥ 
. 3 ce | Actual, Estimate, | Estimate, 
¥ Function and activity | fiscal year | fiscal year | fiseal year 
4 | 1951 1952 1953 
3 pia EES ee UST CE Se Raa econ Sea Oe. Lee eR cone LEN O's Lean ee OEE SES at } “rao SS! MDT Rei Pad 
} 
Military assistance: | 
fe SE eee ea : ......------|} $409,004, 241 | $756, 384, 061 $604, 597, 159 
Training eis eet es : : : 1, 481, 550 | 8, 953, 588 | 7 7, 712, 990 
Total direct obligations. ___- be espe Ale, 410, 485,7 1 | 765, 337, 649° } 612, 310, 149 
Deduct carry-over from 1952_. z. SRE: & | | —47, 502, 649 
Appropriation request... ._.-_--- Re PRT eee: oe ee ’ ee 564, 807, 500 
Special technica] and economic assistance, excluding UNKRA hit. 
4 under Mutual Security Agency): | | | 
q Special technical and economic assistance... -..-...-- 138, 637, 549 114,650,000 | 191, 200, 000 
4 Basic materials development___--_-- a aaah Bere 11, 578, 250 
Total obligations___- sdsaadee - 138, 637,549 | 144, 650, 000 202, 778, 250 


Deduct carry-over from 1952. 
a Appropriation request _. Totes 202, 778, 250 


Technical cooperation, excluding UNKRA (under State De- | 


partment): : | | 
* Bilateral technical cooperation __-__-- Puke 24, 602,747 | 87,793,000 118, 634, 250 
P Deduct carry-over from 1952_._.______-- piel ele | 
g Appropriation request - ___- 1 ; pe ; eas “is, 634, 250 


a Total obligations (economic ri" ance and technical | 
q cooperation excluding UNKR ; ibe 163, 240,296 | 232,443,000 | 323, 412, 500 
Deduct carry-over from 1952______-- : | | 


Appropriation request. __- ; Soy | | 321, 412, 500 
Total obligations, military, special technical and eco- 
nomic assistance and technical cooperation E | 573,726,087 | 997,780,649 933, 722, 649 


Deduct carry-over from 1952_ __- af PP Ae LENE ek eee — 47, 502, 649 


Total appropriation request, military, special technical 
and economic — ance and technical panne 


excluding UNKR: : Pouce : 886, 220, 000 
United Nations Korean Reconstruction Agency: 
Total obligations . 37, 727, 036 16, 000, 000 86, 465, 882 
Deduct carry-over from 1952______- : DPR a9 Le —41, 465, 882 
Appropriation request _- , sa ; 15, 000, 000 
Recapitulation of all functions and activities: 
Total obligations... 611, 453, 123 |1, 007,780,649 1, 020, 188, 531 
Deduct carry-over from 1952 —S88, O68, 531 
: Appropriation request, title III, including UNKRA_- ; 931, 220, 000 


Note.— Obligations have been adjusted by function and title to conform with the appropriation struc- 
ture proposed for 1953. 


Mr. Gary. We will take up first the request for military assistance 
under title II], and in this connection we will insert pages 105, 106, 
and 107 of the justifications in the record. 

(The matter referred to follows: ) 


q 


Comparative summary of obligations by activity 


Actual, Estimate, Estimate, 
Activity fiscal year fiseal year fiscal vear 
1951 1952 1953 
Matériel $409, 004, 241 | $756, 384, 061 $604, 597, 159 
rraining 1, 481, 550 &, 953, SSS 7, 712, 990 


Total | 410, 485, 791 765, 337, 649 612, 310, 149 
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GENERAL NARRATIVE STATEMENT 


The fiscal year 1953 estimates are based on approved JCS force basis for Indo- 
china, National Government, Republic of China, the Philippines and Thailand 


The programs will continue to provide military 


equipment and training and wi! 


assist these countries in developing defense forces that will enable them {) 
maintain internal security as well as discourage external aggression by strengt})- 


ening the military capabilities of the area. 
equipment deficiencies submitted by the MAAG’s. 


The programs are based on lists of 
In the case of Indochina 


items which can be furnished by the French have been screened out of 


program. 


Emphasis has been placed on provision of maintenance for equipment alread 
on hand including that furnished under prior-year programs. 


Matériel—Comparative summary of obligations by major category 





Major category 





i 


Actual, 


Aircraft, spare sabia aero equipment and pecans. oe 


Vessels 
Vessel equipme nhs 5 


Electronics and other signal equipment - 
Ordnance equipment and supplies ----- 


Engineering equipment and supplies 


Quartermaster equipment and supplies - . 


Medical equipment and supplies____- 
Chemical equipment and supplies - -- 
Adjutant General supplies__- 


Marine Corps equipment and supplies 


Subtotal (matériel) 


Repair and rehabilitation of United States excess __ 


Total, matériel, 
Scates excess AE 


Accessorial costs. .............2...-.- 
Construction - 


Grand total, matériel, title IIL__- 


Acquisition cost of excess items (not 
estimate) . 


Matériel by services 
Army 
ee 
Air Force.__- om 


Total 


! Excludes comparative transfer of $ 


repair and rehabilitation of United | 


i AMES 8 


| 
a pe Sea ritaleen 


year 1951 


$54, 657, 370 
36, 393, 831 
4, 813, 600 
20, 335, 320 
244, 408, 751 
18, 275, 146 
2, 879, 478 
1,781, 5 
292,177 


“2, 810, 288 | 


895, 647 


387, 543, 196 


6, 610, 472 | 


394, 153, 668 


fiscal | 


Obligations 


Estimate, 
fiscal vear | 
1952 | 


. 706, 956 | 
, 362, 646 
5, 362, 587 
2, 483, 389 
472, 854, 304 

25, 091,193 | 

33, 451,413 | 
} 5, 760, 095 | 


| 715,853, 879 | 
5, 250, 860 | 


| 721, 104, 739 | 


Estimate 
fiscal yea: 


1955 


$50, 300, 647 
56, O66, 60) 
4,142, 11 
21, 2085, 821 
372, 373, 44 
6,956, 434 
8, 785, 805 

84, (4 


520, 621, 274 
1, 802, 767 


a 


522, 424, 04 





| 





13, 475, 57° 
1, 375, 


i 409, 004, 241 | 
| 20, 204, 238 


, 530 
, , 204 
75, R57, 417 


“409, 004, 241 


7,197,957 to title II. 


35, 279, 322 | 


"000 | 


756, 384, 061 | 


38, 811, 942 


462, 779, 834 
4, 012, 740 
239 sol, 487 


756, 3S4, 061. 


604, 





604, §97, 15 


4, 322, 60 
418. 
107, 
78, 


698, X14 
609, 5) 
28. §. 


597.1 
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Training, comparative summary of obligations by category 














Number of spaces | Cost to United States 








Category 





Actual, Estimate, | Estimate, Actual, Estimate, | Estimate, 
fiscal year | fiscal year | fiscal year | fiscal year | fiscal year fiscal year 





1951 1952 19453 1951 1952 1953 















roiai training ZI 4 839 2, 186 2,040 | $1,398,999 | $6, 320, 427 $5, 062, 140 
rmal training O/S . 200 200 j 5, 000 5, 000 

lobile training teams ‘ 6 4s 31 19, 956 445, 096 $84, 790 
nica sistance ‘ e ‘ 31 12 458, 830 180, 000 












ining 45, 629 724, O16 155, 000 
‘ellaneous fund... 16, 966 163, 720 126, O70 





terpreters 


ining expenses of mission 







Total training, title ITI 






ipitulation by services: 







Army 105 1, 552 1, 061 443, 117 4, 892, 454 3, 000, 000 
Navy 5 631 779 397, 520 928, 31 1, 215, 090 
Air Foree »; rl 5 649. 4] 2 









Total 





\ir Force and Army training aids reflected in 
2 Excludes comparative transfer of $37,833 to title I). 





Miinirary ASSISTANCE 











Mr. Gary. General Olmsted. 

General Otmstrep. Mr. Chairman, and gentlemen, vou have before 
vou the photostatic sheets showing the Defense Department request 
for the fiscal vear 1953 for the Nationalist Government of the Republic 
of China, NGRC, and the sheet showing the break-downs of the end 
items Which will be purchased with those funds. 

Mr. Gary. Do vou want to sav anything about the general pro- 
gram in the Pacific, and in this area? 

General Oumstrep. Just a couple of words, if | may. 

Mr. Gary. I mean for the whole area. 

General Oumstep. No, sir, | do not care to unless you particularly 
Want it. 
Mr. Gary. No; that is all right. 














FORMOSA 






General Otmsrep. The objective of the United States in its military 
program on Formosa is to assist the Nationalist Government Republic 
of China Forces by the provision of military assistance training in 
order that their potential for the defense of the island of Formosa 
may be increased. 

The Joint Chiefs of Staff and our military mission there under 
General Chase have recommended certain foree goals which I will 
describe to you off the record. 

(Discussion off the record.) 

The military assistance already provided has not only improved the 
political stability on the Island, but intensive training by United 
States instructors is improving combat capability. 

The ground forces are being completely reorganized to insure co- 
operation between the infantry, armor, and artillery, keeping an 
increasingly well coordinated team. 


















668 


The Chinese have agreed to a reduction in number of divisions in 
order to reorganize along United States lines. 

Adequate quantities of ammunition have been received which have 
permitted training under fire, which the troops previously lacked. 

In addition to the aircraft provided by these programs, the planes 
they possess have been made operational, and the pilots have under- 
gone training to enable them to support the ground forces. 

The Navy, already adequate from a strictly numerical standpoint, 
is being completely rejuvenated to improve its effectiveness. There is 
now being created a bedrock to build upon. As the flow of equipment 
increases the armed forces capacity to utilize the arms will have been 
created by thorough training and the instilling of knowledge of proper 
maintenance methods, and the potential of the NGRC forces for the 
defense of Formosa will have been considerably increased. 

In the light of the fact that there are crowded on the island large 
armed forces supported by a native population of 7 million, there is 
little opportunity for self-help that is not sponsored by financial 
assistance from the United States. 

Small arms are manufactured on the island as well as materials for 
building roads and fortifications, but the indigenous war production 
is backed directly or indirectly by economic assistance from the 
United States. 

This is one of the clearest examples of the relationship between our 
military program and the defense support or economic aid portion. 

May I say something else off the record for the information of the 
committee. 

(Discussion off the record.) 

Mr. Gary. General, I would like to say that I was on Formosa just 
about a month ago. We visited one of the Army camps. I think the 
Nationalist Army is making considerable progress in training but it is 
very poorly equipped. The men seem to be in good physical condition, 
but we were impressed the entire time that we were on the island 
with the need for “‘hardware.”’ 

| had heard a great deal of discussion as to whether we should aid 
the Nationalist Army in an attempt to recover the Mainland. After 
seeing the equipment I was convinced that if an attempt were made to 
occupy the mainland at the present time, the Nationalist forces would 
probably be annihilated. I think on the other hand that they are 
building up to the point where the Nationalist Army will be a sub- 
stantial force for containing communism in that area. Thev are 
greatly in need of equipment. 

General Otmsrep. Yes, sir. 

Mr. Gary. Now, off the record. 

(Discussion off the record.) 

General Otmsrep. Our mission was established there a little over a 
vear ago. Therefore, the program is newer, and we have some 
catching up to do as a result of that fact. 

I will say our Joint Chiefs of Staff have placed high priority upon 
the importance of the program. 

Off the record. 

(Discussion off the record.) 
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AIR FORCE PROGRAM 


Mr. Gary. All right, sir, go ahead. 

General Otmstep. Colonel Klein. 

Colonel Kiem. Mr. Chairman and members of the committee, all 
of our Air Foree MDAP programs for the Nationalist Government 
of the Republic of China have been directed to reaching our planned 
military objectives for the island of Formosa. Our previous programs, 
that is the 1951 and 1952 programs, contained a number of conven- 
tional type of fighter-bomber aircraft and jet fighter-bomber aircraft 
and the associated support equipment to provide in general the initial 
equipment for certain fighter-bomber squadrons. Off the record. 

(Diseussion off the record. ) . 

Colonel Kiem. On the record. 

In addition the previous programs provided spare parts and the 
maintenance equipment for certain other forces, fighter-bomber 
squadrons, light transport squadrons, and light bomber squadrons. 

Off the record. 

(Discussion off the record.) 

Colonel Kier. The fiscal year 1953 program which we have before 
us today contains additional aircraft to partially equip additional 
jet fighter-bomber units and partial equipment for tactical recon- 
naissance units with the follow on spares for the remainder of the 
equipment, and training ammunition for the period ending June 30, 
1954. 

You will find that this program that I have here today, the 1953 
program, includes jet fighter-bomber aircraft and jet tactical recon- 
naissance aircraft. 

At this time I would like to pass out copies of the Air Force MDAP 
program for the Nationalist Government, Republic of China, for the 
fiscal year 1953 for your perusal. I shall be glad to answer any ques- 
tions you may have on it. 

(Discussion off the record.) 


NAVY PROGRAM 


General OLMstED. Commander Danforth. 

Commander Danrorru. Mr. Chairman, and members of the com- 
mittee, the fiscal year 1953 program for the Nationalist Government 
of the Republic of China for the Navy consists principally of items to 
be used for the maintenance and upkeep of craft or vessels which they 
already have, and the major part of the program is devoted to equip- 
ping a Chinese marine force, which, up to this time, has received no 
matériel whatsoever. 

I would like to pass out these programs so that you can take a look 
directly at that which is involved. 

Off the record. 

(Discussion off the record.) 


ARMY PROGRAM 


General Otmstep. Colonel Corbett. 
Colonel Corsetr. Mr. Chairman, and members of the committee, 
prior to looking at the program, | would like to state that the remarks 
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made by the other service representatives and the reasons and the 
necessity for the program apply equally to the Army portion. 

I would also like to call your attention to the statement that was 
made by Admiral Radford who recently was in Washington, anc 
who had made a visit to Formosa, in which he stated the necessity for 
motor transport and ammunition for Formosa. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Colonel Corserr. You have before vou the matériel program for 
the Nationalist Government of the Republic of China for the fiscal] 
vear 1953. 

The purposes of this program are to provide maintenance for the 
equipment on hand which was provided under previous MDAP 
programs and to furnish a relatively small amount of equipment to 
bring their units up to an acceptable state of combat efficiency. 


INDOCHINA 


Mr. Gary. Ail right, sir, the next country is Indochina, I believe. 

General Otmsrep. Mr. Chairman, and gentlemen, vou have before 
you photostatic sheets showing the request for Indochina, and the 
items to be purchased with the money. 

The United States objective in Indochina is to assist in strengthen- 
ing the building of French and Associated States forces. 

1. To restore and maintain internal security. 

2. To discourage Communist aggression. 

I will tell vou off the record the present strength of the forces there. 

Discussion off the record.) 

General Otmstep. Back on the record. 

I might say that, perhaps, our major interest there is directed to the 
traning and the development of the forces of the Associated States— 
Viet Minh, Cambodia, and Laos. 







OFFICER TRAINING SCHOOLS 
Starting with no military tradition, and no trained corps of officers 
and noncommissioned officers, this training program has progressed 
to the point where there are five officer training schools and a number 
of noncommissioned officer schools now in being. They are beginning 
to train even the native officers and noncommissioned officers that 
will be required to lead this force. 

The French contribution to the effort there has been something 
over $1 billion a year, and it is imposing a real drain, a real burden 
upon France, particularly as we look to France for further effort and 
further military build-up in Europe. 

The principal reason, or one of the principal reasons, of course, 
that the French and ourselves desire to see these native forces progress 
in their development, is the fact that as a state of military self- 
sufficiency is created, it tends to stabilize the native government, and 
to lessen the desire of the native people to join the Viet Minh guerrilla 
movement and to continue disturbances. 

Military assistance to the Frenen and Associated States in Indo. 
china has prevented the overwaelming of the French aad the free 
native forces by the Cyinese Communist supported Viet Minh. 
























































































671 






Furthermore, it may be safely reasoned that our assistance has con- 
tributed greatly to the salvation of the remainder of southeast Asia. 
Although the United States objective of restoring and maintaining 
internal security has not yet been achieved, at least Communist 
aggression is being challenged by the stand of the French and Viet 
Namese in the Tonkin perimeter. 
’ However, it is believed that when the equipment is received for the 
4 French and nitive divisions these forces will be adequate to restore 
freedom to the area, providing the Chinese Communists do not in- 
vade there covertly, ‘thr ough a system of volunteers, or overtly. 
Once freedom is restored the French forces will then be enabled to 
return to France for the defense of the North Atlantic Treaty area. 
The French will thea be able to approach the problem of phasing 
out, which will, in turn, augment the French ia Europe under the 
SHAPE command. 

















NAVY PROGRAM 









Mr. Gary. Either on or off the record, whichever you prefer, what 
is the reason for the very large naval program there? 

General Otmstep. Well, this naval program is almost wholly de- 
signed to augment the river forces from Haiphong up to Hanoi and 
south in the Tonkin Delta. The naval program, which is largely 
directed to the French rather than the native forces, is to assist in 
stopping that smuggling of supplies, as well as augmenting the supply 
operation for the friendly forces that are fighting up the river. 

If you want more detail on that, I am sure that Commander Dan- 
forth would be glad to give it to you. 

The Minister Resident of Indochina, M. Letourneau, and General 
Allard are both here in Washington right now. 

We find they are appreciative of the evidently increasing interest 
of our military people in the success of the operation in that area. 

We feel that there is little in the way of a natural defense line 
between that point and extremely far south to the southeast here. 
So, that we feel that the success, militarily speaking, of the operation 
is of great significance to our position in the Orient. 



















FRENCH CONTRIBUTION 









I think it should be said, not only in addition to the money already 
mentioned of $1 billion a year, which this operation is costing the 
French, the number of casualties sustained has been a great loss to the 
French. They are losing a substantial number of junior professional 
officers and noncommissioned officers. 

Their actual casualties in Indochina are quite a little higher than 
our total battle deaths in Korea and are a continuing drain upon them. 

Mr. CirevenGer. Are the conditions similar, or are they a similar 
force? 

General Otmstep. Yes, sir; it is quite evident the Viet Minh get 
the major portion of their supplies and also benefit in training. These 
Viet Minh rebels go over into China where they are trained and sent 
back. 

_ Actually, the tactical situation is different because you do not have 
in Indochina a firm phalanx like on the peninsula of Korea. 
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Mr. Cievencer. This could go on in China indefinitely. So far 
as manpower is concerned it would mean nothing to her, and it might 
go indefinitely. 

General Outmstep. Yes, sir; that is right, particularly in the sensitive 
area near the border; but if in this operation the Associated States 
Government can gradually reassert their control over an important 
section of the area, then, at least, the rice, the rubber production, and 
the mineral resources will have been freed, and become more readily 
available to our Government there. é 

Mr. CLevencer. If you militarize a section in Asia which was not 
previously militarized or organized, if you lose them and they go over 
to the other side, you have introduced a new force against you. Before 
China was armed she had just a large population. Now she has 
millions of hard-bitten and trained men and the reservoir of men is 
inexhaustible. 

General Otmstep. Yes, sir. 

Mr. Ctevencer. You might go in there and militarize another 
section that way that might prove to be an embarrassment to France 
later on. 

General Otmstep. It might be an embarrassment, possibly; that 
is one of the hazards we take. The North Koreans and the Chinese 
Communists are two examples. They can be militarized by our 
adversary and made effective fighters, but it seems the lesser of two 
gambles to encourage these people to become able to defend them- 
selves; and to defend their own country against this type of invasion. 
(Discussion off the record.) 
General Otmsrep. Colonel Klein. 


AIR FORCE PROGRAM 





Colonel Kier. Mr. Chairman, and members of the subcommittee, 
in the Air Foree programs for Indochina we, in the past, have provided 
equipment for the French Air Force units operating in Indochina. 
This organization and the operation of the Air Force units is under 
the supervision of the French as opposed to native units. 

In our 1950, 1951, and 1952 programs we have provided a certain 
number of the very latest type of conventional fighter-bomber 
aircraft, that is. propeller aircraft. 

We have also provided certain light transport aircraft and light 
bomber aircraft, together with the associated support equipment, 
including the necessary attrition aircraft and the spare parts and 
ammunition for the units. 

We have also included a small quantity of tactical reconnaissance 
aircraft. Those were for the forces that were to be available during a 
stated period. 

Off the record. 

(Discussion off the record. ) 

Colonel Kier. On the record. 

This program also contains transport aircraft. 

Off the record. 

(Discussion off the record.) 

Colonel Kirin. IT would like to pass copies out to the members of 
the committee of the 1953 program for Indochina and to answer any 
questions the committee may have. 





















Mr. Gary. Off the record. 
(Discussion off the record.) 










NAVY PROGRAM 












Commander Danrorru. Mr. Chairman and members of the sub- 
a committee, General Olmsted and Colonel Klein have covered a great 
q deal of the preliminary remarks concerning Indochina, but to elaborate 
: on the chairman’s request for information of a general nature con- 
cerning the requirements for a relatively large naval program, I 
4 think that I can give some additional information. 
i In the first place, the particular type of warfare is the main con- 
; sideration, the root of the requirement. As General Olmsted pointed 
out it is more of a guerilla warfare. This information I have was 
q transmitted to me by the Chief of the Navy Section who returned on 
: a visit here, and I got the information from him first-hand. 

He says that the Viet Minh forces have a rifle and some ammunition, 
perhaps even machine guns and that sort of thing in their little huts, 
or close by the rice paddies. During the daytime, to all intents and 
purposes, they are tilling the rice paddies. As soon as the sun goes 
down they grab their arms and ammunition, and join up in a force, 
and make a raid. That is a very difficult thing to wipe out. 

In addition to that, they have, of course, their regular units, the 
Viet Minh forces, which are on the prowl all the time. These regular 
or organized units are adept at ambushing. 

The terrain where the operations are carried on is largely water; 
various little deltas and bayous, I suppose you would call them, and 
river networks, so that sort of terrain makes a large naval transport 
problem. Most of the supply of the Viet Minh forces is accomplished 
by means of landing craft and armed river patrols which move up the 
river in convoy units to the outposts. 

I think that is about the best I can do in the way of a general ex- 
planation. I can say that these river patrols are called Dinosaur units, 
from the French, which is merely a group of landing craft, some of 
them heavily armed, and some merely transport land craft types, 
which move in convoy fashion. They frequently come under assault 
from the shores where the rivers get narrow. The water courses are 
mined frequently. It is quite a difficult thing to combat. 

Do you have any further questions on that, Mr. Gary? It is that 
type of warfare that you run into. All of the transport has to be 
done by water. 

Mr. Gary. I just wanted to get some explanation in the record. 

Commander Danrorrn. [t is principally a river-borne job. Of 
course you also have coastal traffic. 

I would like to pass directly to the program to show you exactly 
how we propose to use the funds. 

(Discussion off the record.) 










































ARMY 





PROGRAM 








Colonel Corserr. Mr. Chairman and gentlemen, you have before 
you the Army matériel program for the fiscal year 1953 for Indochina. 
This program is designed to furnish the combat replacements for the 
French forces in Indochina, and to furnish the remaining part of the 















674 


initial equipment for the units of the Associated States, and to furnish 
the initial equipment for those units of the Associated States that are 
to be brought into being in the fiscal year 1953. 

Mr. CLevenGer. Do the French have adequate warehousing and 
protection to take care of the material over there? Are their port 
facilities good? 

Colonel CorsBerr. Sir, we have just received a report on that from 
an officer from my section who went over there to look into their 
storage, warehousing and processing of equipment. He said in the 
Saigon area it is almost comparable to one of our installations here. 
They have done a wonderful job in identifying, processing and issuing 
this equipment, so there is no long delay by putting this equipment 
into Indochina and having it sit in a warehouse. He said that they 
are doing a wonderful job. : 

Mr. CLevencer. Is their terrain such that they can use some of 
our personnel carriers? 

Colonel Corserr. Yes, and they have a great demand for our 
personnel carriers; half tracks. 

Mr. Cievencer. Is the jeep used over there? 

Colonel Corserr. Yes. We have a large vehicular program. 
Their usage rates are different than in other parts of the world. They 
have a tremendous demand for them and we have furnished a large 
number of vehicles to them. 

Mr. Woop. May I respectfully suggest that anyone who questions 
whether we have stanch allies who are devoting their blood and 
treasure to the defense of areas important to our common security 
should look carefully at the record of the French in Indochina. I 
think it is a very significant thing. 

Mr. Gary. I got an entirely different idea of it when I was in Europe 
last year. I thought when I went over there we were helping France 
retain one of its colonial possessions. I found out after I got over 
there France is helping us contain communism. 

Mr. Woop. I think it was Under Secretary Bruce who said that the 
French are spending annually in Indochina double the value of their 
total investment there. 

Mr. Gary. I think that they would be glad to get out tomorrow if 
it were not for the Communist threat. 


KOREA, THE PHILIPPINE ISLANDS, AND THAILAND 


Mr. Gary. We have three more countries—Korea, the Philippines, 
and Thailand. 

General Otmstep. We have a Korean training program. 

The purposes for the Philippine Island and Thailand are the same; 
that is, to develop the forces of those countries, or assist them in the 
development of their forces in order to preserve internal security. In 
each case we have passed the peak of our expenditures, and we are 
coming back down now to what will be a maintenance level. 

I think it is fair to say that the program has made notable progress 
in the Philippines. What was a major insurrection there has been 
quite well brought under control. Our latest estimate of the number 
of people at large in the Huk movement and actually under arms has 
been reduced. 

(Discussion off the record.) 
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General Otmstep. The need of the Philippine Islands force is 
largely in the category of transport, small arms, and communication 
equipment, so that they can be mobile. I will say that the Philip- 
pine Islands battalion that we have in Korea has done very well. 

In Thailand the objective of our program is similar—to develop 
their forces there so they will be able to maintain internal security. 
Their ground forces are organized into a regimental combat team 
which is the next step above the battalion level. 

(Discussion off the record.) 

I would like to reemphasize the fact that these two programs, the 
Philippine Islands and the Thailand programs, are the beginning of 
the demonstration of what we hope will be the end result of our effort 
after the capital equipment is in place. From that point on the cost 
to the United States tapers off very rapidly. 

In both of these countries, the collateral United States effort, the 
economic support to build these people up to a state of self-sufficiency, 
has been a very effective and desirable adjunct to the military 
program. 

AIR FORCE PROGRAM 


Colonel Kiem. Mr. Chairman and members of the subcommittee, 
in the Air Force we have a program for Korea of some training spaces 
which I think will be taken up later. 

In the Philippine Isles and Thailand the program is simply a 
maintenance program of the equipment we have supplied previously. 
There are no aircraft in the programs at all this year, and we are just 
endeavoring to support what we have provided in the past programs. 
Both programs are very modest and small. 

I would like to pass out copies of the program to the committee mem- 
bers now for their perusal. 


NAVY PROGRAM 


Commander Danrortu. Mr. Chairman and members of the sub- 
committee, [ would like to turn directly to the Navy programs for the 
Philippines and Thailand. There is also a training program in Korea. 

(Discussion off the record.) 


ARMY MATERIAL PROGRAM 


Colonel Corserr. Mr. Chairman and gentlemen, you have before 
you the Army material program for the fiscal year 1953 for the Philip- 
pine Isles and for Thailand. The objective of both of these programs 
is to provide the essential items of equipment for the forces that are 
in being at the present time, and for the maintenance of the equip- 
ment that has been furnished previously through MDAP programs. 


TECHNICAL AND Economic CooPpERATION 


Mr. Gary. We will now take up the technical and economic co- 
operation program for title 111, and in that connection we will insert 
pages 116, 117, 118, 119, 120, 121, and 122. 

(The matter referred to follows:) 
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Comparative summary of obligations by country and activity 


[In thousands of dollars] 























| 
| | Estimate, Estimate, 
Country yecreoey |e fiscal year fiseal year 
i | 1952 1953 
| 
Special technical and economic assistance: | 
ee 8 Ripabatiec mencerarne= i, Sa aa eee eee APRON } 1$92,550.0; 1! $81, 000. 0 1 $100, 500.0 
Indochina (Associated States) ..........-..--.-.-----.----- | 21, 823.0 | 24, 500.0 2 56, 500.0 
SE RRS ES Ree ee ole aan } 15, 087.0 | 32, 000. 0 28, 000. 0 
te ari a Sia FS ark So TD teal ae Ra Ai sed | 8, 932.0 | 7,000.0 6, 200. 0 
Undistributed by country 246.0 | i & 0 Eee 
ibaa ss ie ee ays iy eh ele | 138,638.0|  144,650.0} 191, 200.0 
Basic materials development (undistributed) -..-......-....-- Se ae leet aati neal tle 11, 578.3 
Total obligations..................-------- RARER, 144,650.0| 202, 778.3 
t 


138, 638.0 | 





! Includes direct military support (common-use items) as follows: Fiscal year 1951, $12,500,000; fiscal year 
1952, $12,725,000; fiscal year 1953, $30,500,000. 

2 Includes $30,500,000 for direct military support (common-use items). 
STATEMENT FOR SpeciAL TECHNICAL 
ASSISTANCE PROGRAM 


GENERAL NARRATIVE AND Economic 


The area of southeast Asia, the Philippines, and Formosa is crucial from the 
standpoint of the security of free and independent nations—the front line of de- 
fense against Communist aggression in Asia. Its location at the Pacifie-Indian 
Ocean crossroads underscores its stragetice significance. 

Communist aggression in part of this area is not merely a threat, but an actu- 
ality; a shooting war is under way in the Associated States of Indochina, as in 
Korea to the north. Neighboring countries must reckon with Communist-fos- 
tered insurgeney, banditry, and other threats to internal security, as well as the 
possibilitv of invasion. 

The economic importance of this area is likewise great. The rice exported by 
Burma, by Thailand, and normally by the Associated States of Indochina is 
needed to feed Japan, the Philippines, Malaya, Indonesia, India, and Ceylon. 
From this area (counting in Malaya, as well as Indonesia and Burma) come 60 
percent of the world’s supply of tin, 95 percent of its natural rubber, 90 percent of 
its copra; it contains the only important petroluem reserve between the Persian 
Gulf and California; it produces important quantities of such other commodities 
as Manila hemp (abacd), quinine, sugar, tea, and pepper, and has substantial re- 
sources of nickel, bauxite, manganese, tungsten, cobalt, chromite, and other 
minerals. Expansion of trade between these countries and Japan would be mu- 
tually beneficial, bringing Japan raw materials for its industrial economy and 
bringing the countries of southeast Asia not only manufactured consumer goods 
but also capital goods to help them diversify and industrialize their economies. 

WHY UNITED STATES TECHNICAL AND ECONOMIC ASSISTANCE IS NEEDED 

1. Most of the governments in this whole area are newly independent, and in all 
but Formosa there is a critical shortage of trained administrators and technicians. 
Damage from war and insurgency has been heavy and much of it is still unrepaired. 
In spite of large latent resources, standards of living are low—in many areas below 
prewar. (Average per capita income is less than $50 per year.) 

2. An economie ard social revolution is under way. Nationalism dominates 
Asian thought and action. At the same time national independence was expected 
to better conditions of life for the people of Asia. There is a “revolution of rising 
expectations.” 

3. The Kremlin works unceasingly to exploit the gap between these rising 
expectations and what the governments, in their difficuit cireumstances, are able 
to deliver. 

These salient facts about southeast Asia add up to a need for United States 
technical and economic aid, a need which is not only great but urgent, if the 
United States goals of peace, stability, and progress—rather than deterioration, 
strife, and chaos—are to be achieved in this part of the world. The sum requested 
for fiscal year 1953 for the four countries in which programs will continue to be 
administered by the Mutual Security Agency-—Formosa, Indochina, Philippines, 
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and Thailand—is $202.8 million, broken down by country and object of ex- 
penditure as shown in the accompanying tables. 

Objectives and methods of assistance-—Each country has different specific 
problems, calling for varying program emphasis in each country program. The 
primary objective, however, is to help the countries of Southeast Asia build the 
economic foundations of their existence as independent nations. Keys to this 
are: 

(a) Strong, stable governments, increasingly able to discharge essential govern- 
mental functions and command popular support. This is the prime requisite, 
on which the other factors, below, heavily depend. The United States helps 
these governments to help themselves by giving them assistance in strengthening 
administration and public services and in bringing immediate, tangible benefits 
to the common people (through land reform, minimum wages, rural credit, ete.). 

(6) Supporting the build-up of military and internal-security forces. Each 
of the four countries is asking for and receiving United States Military assistance. 
The support takes the form of ‘‘common-use” imports, joint-use transport facili- 
ties, ete.—to increase and sustain military strength, and to buttress the economic 
foundations under that strength. 

(c) Economic progress—more food and more use of the resources they have. 
This involves economic stabilization; reconstruction, rehabilitation; increased 
output of goods, additional productive work opportunities; laying foundations 
for economic development. 

(d) Closer ties of friendship and mutual support linking these governments and 
people with other free and independent nations and enabling them to resist the 
Kremlin drive into Southeast Asia. Such ties can be forged by tangible help 
plus friendly, American attitudes. 

(e) Helping in the development and export of materials needed by the rest of 
the free world, within the seope of the programs and to the extent consistent with 
the programs’ primary objective. 

The programs.—The Formosa program is exceptional among Mutual Security 
Agency (MSA) Far East programs in (a) the extent to which it directly or indirectly 
supports the military effort, and (5) the extent to which it involves the supplying 
of commodities, as a requirement for maintaining the stability which is essential 
on military as well as other grounds. Nearly one-third of the funds requested 
will be used to finance common-use imports for the use fof the military (petro- 
leum products, uniform and bedding, materials and food for troops, supplies enter- 
ing into construction of military installations, equipment for military hospitals, 
etc.). Some 60 percent will consist of commodities, including fertilizer, vitally 
needed by the civilian economy; the sales proceeds help finance a vigorous anti- 
inflation program, in connection with which MSA also participates actively in the 
work of the Economie Stabilization Board. Through the work of the Joint Com- 
mission on Rural Reconstruction help will continue to be given to the farmers on 
tenure problems and rural health as well as on various aspects of agricultural 
production. The remaining funds available will be used to assist the rehabilita- 
tion, and further development of basic utilities, and to a minor extent of manu- 
facturing industries, so as to provide the means of making the island less dependent 
on United States financial aid. 

The program in the Associated States of Indochina will for the first time in fiscal 
year 1953 include a common-use program in direct support of the military, this 
component accounting for slightly more than half of the total funds requested. 
The regular economic component will also continue to support the military opera- 
tion in a number of ways, especially through advice and assistance in the recon- 
struction of port facilities, roads, bridges, irrigation works, ete., and through 
provision of food, medicine, clothing, and job opportunities to refugees from war 
zones. The major purpose of the economic program is to help the governments 
of the Associated States gain wider popular support by enlarging the scope and 
restoring and increasing the effectiveness of government services to the people— 
particularly in health, agriculture, and education. In view of the impossibility 
at present of meeting the program’s local curreney costs from the governments’ 
own budgets, substantial quantities of needed raw materials and equipment will 
be imported through commercial channels, with the proceeds of sale furnishing 
the necessary counterpart. 

The programs in the Philippines and Thailand are essentially programs designed 
to lay a sound basis for economic development through technical assistance plus 
limited amounts of supplies as required to make the technical assistance effective 
and secure a substantial improvement of the general situation with the speed that 
the situation demands. Chief emphasis in these programs is on agriculture, 
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forestry, and fisheries; on public health; and on basic utilities such as roads, rail- 
ways, ports, and power. Included also are projects in education; in handicrafts, 
small pilot plants, and minerals exploration; and in public administration. Some 
salable commodities will be supplied to help generate counterpart in the Philip- 
pines. Both programs will give collateral support to United States military 
assistance programs by way of funds allocated to joint-use facilities such as roads, 


Special technical and economic assistance program, comparative summary of 
. obligations, by major project category 


{In thousands of dollars] 





Actual, Estimate, Estimate, 
Major project category fiscal year fiscal year 
1952 1953 





. Public health 

. Agriculture, forestry, fisheries 

Transportation, power, other public works_...............- 
Handicraft and manufacturing, mining, other industry ____- 
General engineering advisory services 

Education 


10, 995. 0 
32, 770.0 
10, 715.0 


SESa8 


$22 


. Other projects ¢ . Q 500.0 
. Maintenance of essential supply 5 127, 185.0 


191, 200.0 
11, 578.3 


202, 778. 3 


OPM Ore 99 no 




















1 Includes $246,000 of program funds not allocated by country. 

2 Includes $150,000 of program funds not allocated by country. 

§ Total fiscal-year cost of contract with United States engineering firm in Formosa. 
on pence en war relief in Indochina. Includes food, clothing, blankets, medicines, and temporary hous- 

or refugees. 

6 Requisites for production and other essential civilian supplies plus imports for direct military support— 
$12,500,000 in fiscal year 1951 (Formosa); $12,725,000 in fiscal year 1952 (Formosa); and $61,000,000 in fiscal 
year 1953 (Formosa and Indochina each $30,500,000). 


Summary, by country and major project category, fiscal year 1958 


{In thousands of dollars] 





| | 
(®|@!)/@}@] © 
| | | | 
} } |Handi-! 
| eraft | Gen- | 
| Ae |Trans-- and | eral 
cul- | porta- | manu-) engi- : 
tion, | factur-) neer- | pay. Pow Other 


| 
cation | istra- | 
| tion | 


Total | 
United j | 
.,| ture 
States | Public >| ; ; -~ 
pose | health] 70f- |Power,| ing, | ing 
' | |estry, | other | min- | advi- 
fish- | public, ing, | sory | 
| | eries | works | other | serv- | 
| ‘indus-| ice 
| | try | 


| 


i 


ects 
supply 





China (Formosa) . 1$100, 500.0, $160 $17,075) $3,050) $1, 285, 2 $690) | $77, 875 
Indochina (Associated | j | | | 

States) --------| 1'56,500.0|) 4,390; 3,215; 2, 185) | H | 44, 310 
Philippines. ___._.__- _.| 28,000.0) 4,270 10,625) 4,855) 775! | 990, 5, 000 
Thailand | 6,200.0, 2,175 1,855, 625 Bie 





Subtotal. _........| 1191, 200.0/ 10,995) 32,770, 10,715, 3, 150) 127, 185 


Basic materials develop- 
ment (undistributed) -| 


| 








Total obligations_- 





1 Includes direct military support (common-use items) as follows: Formosa, $30,500,000; Indochina, 
$30,500,000; total, $61,000,000. 

2 Total fiscal-year cost of contract with United States engineering firm. 

§ Emergency war relief. Includes food, clothing, blankets, medicines, and temporary housing for refugees. 









679 






Summary of estimated dollar cost of program by country and major cost components, 
fiscal year 1953 


{In thousands of dollars] 















Services 








United States 








Supplies é Trainees 
q Country Total and equip- technicians 
z ment! |Total ser- 
vice cost | Number Number 
of per- Cost of per- Cost 
sons 














| 
} 
| 













































| i | 
: China (Formosa) -- 1$100, 500.0 | $98,900 | $1, 600 | 77 | $1,350 | wo | $250 

4 Indochina (Associated 
j Bie iE TE 156, 500. 0 7 1, 645 | 98} 1,470 | 35 | 175 
Philippines. .............-- 28, 000. 0 of 155} 3, 845 | 218 | 2, 890 | 191 | 955 
THMUEN Sees er 6, 200. 0 3,878 | 2,322 | 104} 1,657 | 133 | 665 
nS Ee eae 1 191, 200.0 181,788 | 9,412 | 497 | 27,367 | 409 | 2, 045 

Basic materials develop- | } | | 
ment (undistributed) - -_- 8 SOP ee EY Sethe EGER SM ey Pea ata pee ahte s Be 
















SD ee Pe ee i, a ae aa ann 









‘Includes direct military support (common-use items) as follows: Formosa, $30,500,000; Indochina, 
$30,500,000; total, $61,000,000. 
2 Includes cost of engineering advisory and other contracts. 







1952 AND 1953 DATA 





COMPARISON, 





Mr. Gary. Now, Mr. Cleveland, in connection with the table appear- 
ing on page 122, Mr. Taber requested 1952 figures in parallel columns. 
Can you supply that for the recoid? 

Ir. CLEVELAND. Yes. 
(The matter referred to follows:) 







Summary of estimated dollar cost of program by country and major cost components 





[In thousands of badastns 









7 
i 










i 
Totals | Supplies and dequip- | | Total service cost 

| ment 

} Pe 

Country | | 
Fiscal {| Fiscal | Fiseal | Fiscal | Fiscal | Fiscal 
| year, year, | year, | year, | year, | year, 
| 1952 | ‘1953 | 1952 | 1953 | 1952. | 1953 






























| | | 
CO ii i ed baited | $81,000 |! $100, 500 | $79, 608 | $98,900 | $1,392 | $1, 600 
Indochina (Associated States) ____- _-.-| 24,500] 156,500; 23, 515 | 54, 855 985 1,645 
PRE ii. nk hack cee Sir eee j 32, 000 | 28,000 | 29,569 | 24,155 | 2,431 | 3, 845 
Thailand. ------..--------++------++---- 7, 000 | 6, unk 5, 242 | 3, 878 | 1, 758 | 2, 322 
Total cost of country programs.___.. ? 44, 650. & ‘191, 200 | | 137, 934 | 181, 788 26,716 | 9, 412 

Basic materials development (undistrib- | 
ric coda whe eh kek dckt bake SERRA ET IES } 11, 578 Reese is Kimbiwastied iidaoonkee Feet ae 






\- 


DOMME ihe ikke dinhesscseacs ues 









"202,778 |... dre Sen baa ‘Nenu paca 






144, 650 











| Includes direct military support (common-use items) as follows: Formosa, $30,500,000; Indochina, 
$30,500,000; total, $61,000,000. 
? Includes $150,000 of program funds not allocated by country. 
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SERVICES 


{In thousands of dollars] 





Total service | United States technicians Trainees 
































| 
| 
| 
cost | 
SS Rie . ‘ 
. | Num- | Num- Num- Num- 
Country | berof | Cost | berof | Cost | berof | Cost | ber of | Cost 
Fiscal | Fiscal |persons) fiscal {persons} fiscal |persons} fiscal |persons| fiscal 
year year | fiscal year fiseal year fiscal year fiscal year 
1952 1953 year 1952 year 1953 year 1952 year 1953 
} 1952 1953 | 1952 1953 
| | 
| | } 
China (Formosa)__.| $1,392 | $1,600} 75 | $1,142 77 | $1,350 50 | $250 50 $250 
Indochina (Associ- | | ‘ 
ated States) 985 1, 645 75 900 | 98 1, 470 17 R5 35 175 
Philippines. - - -- | 2,431 3, 845 | 142 1, 911 | 218 2, 890 110 520 191 955 
Thailand_.....-_- | 1,758 | 2322 | 82 | 1,063 | 104] 1,657 139 695 133 | 665 
Total__..- | 16,716 | 9,412| 374 ie O16 | 497 | ? 7,367 316 | 1,550 | 409 2, 045 
{ | | | | | 





1 Includes $150,000 of program funds not allocated by country. 
3 Includes cost of engineering advisory and other contracts. 


SUMMARY OF ESTIMATE 


Mr. Gary. From these tables it appears that the total request for 
this program is $202,778,300 as compared with $144,650,000 for the 
fiscal year 1952; is that correct? 

Mr. CLevetanp. That is correct, Mr. Chairman. I might supple- 
ment that with one observation. 

Of the $202,778,300 for the fiscal year 1953, $61,000,000 is for so- 
called common-use items, or direct military support; that is to say, 
such items as aviation gasoline, parts of equipment for military 
wharves and military railroad rolling stock and all kinds of things that 
are appropriately financed through a program designated “Economic 
Assistance,’’ because they are civilian-type items, but that go directly 
in support of the military operations in Formosa and Indochina. 
The amount is $30,500,000 for both Formosa and Indochina, so a 
more comparable figure, since there is only $12,725,000 of that kind 
of assistance last year, for the merely economic part of the program 
would be about $132,000,000 for the current fiscal year and $141,- 
800,000 for the fiscal year 1953. 

By way of introduction to the far-eastern area, IT would like to 
say one or two words about the history of this program because this 
is a program that has been going on for 2 vears. 

You will remember at the time the Chinese mainland was being 
taken over by the Communists there were funds remaining from the 
old China Aid Act appropriation, Public Law 793, of the Eightieth 
Congress, which had originally appropriated $275,000,000 for an 
economic and technical assistance program for China. 

Through the Foreign Economic Assistance Act of 1950, in the title 
for the general area of China, as it was then called, the Congress made 
available funds for the countries in the entire southeast Asian area, 
reserving, however, an amount for Formosa. 

On the history of this program, then, we are currently in the second 
year and considerable progress has already been made in attacking 
the problems with which this program is concerned. 

In very brief terms, these programs are designed to assist these 
four nations—the Chinese Nationalist Government on Formosa, the 
Associated States of Indochma, Thailand, and the Philippines—to 
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establish the economic foundations for their independence. All of 
them except Thailand are territories which were, until recently, 
uider colonial control—including, as you know, Formosa, which 
previously was under the control of the Japanese. 

This program is not limited to the demonstration of technical 
know-how. The program has specific objectives, country by country, 
and it is concerned with assistance in building strong, stable govern- 
' ments, in supporting their military build-up, and in enabling them to 
- make some progress along the line of economic development, which is 
' — expected by their people, and without which those governments will 
' not be able to make a go of it in the face of the very real Kremlin 
| threat in the area. 

3 This is a problem which probably the United States would find 
itself doing a little something about even if there were no Kremlin 
threat, but the Kremlin threat requires a speed-up, which accounts for 
the size and character of the program here recommended. 















KINDS 





OF PROGRAMS 








I will refer very briefly to the kind of programs and then we can go 
to the individual countries. 










MILITARY SUPPORT 









Broadly speaking, they fall into five categories of assistance. First, 
the common use imports that I have already referred to—direct 
military support. 

In Formosa that is nearly one-third of the total program, and in 
Indochina more than one-half of the total program. 









COMMODITY SUPPORT 






Second, commodity support to help finance local military costs and 
keep the pressure of military expenditures from creating a degree of 
inflation which would be destructive of economic and political sta- 
bility, and really of the whole mutual-defense objective of the United 
States in the area. 

This is particularly true in Formosa where the fundamental problem 
which has been attacked, and very successfuily attacked over the last 
2 years, is the huge military expenditures on the island which make for 
a degree of inflationary pressure that cannot be wholly contained 
without rather large imports of commodities. 

You saw this stabilization program operating there, Mr. Chairman. 
I think that every economic index in Formosa, and every political 
index also (that is, the attitude of the Formosan people toward the 
Government), indicates that the program of stabilization in Formosa 
has been a very successful one. 
























JOINT-USE FACILITIES 









The third type of program is what we have called joint-use facilities. 
4 I do not know whether you went over that so-called Silo bridge, the 
1 big bridge that is just being completed in the middle of Formosa on 
which north-south highway transport really depends, both normally 
but in the event of a need to move troops rapidly in an emergency. 
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That is an example of joint-use facilities—also port facilities and 
other installations which are useful for civilian purposes but are vital! 
for military purposes as well. 


STRATEGIC MATERIALS DEVELOPMENT 


Fourth, there is some activity in the field of strategic materials 
development, and it is proposed this year to have a special fund for 
that purpose which is included in the total figure for the area, the fund 
being $11,578,300. 


SPECIALIZED ASSISTANCE 


Fifth, programs for technical and economic assistance, including 
activities in the fields of agriculture, public health, small industry, 
education, and public administration. The purpose of these programs 
is to help strengthen the effectiveness of the governments in this area, 
to lay sound foundations for economic development, to help these 
governments build greater popular support among their people- 
because, after all there has to be a channeling of tangible benefits to 
the people who are expecting rapid progress in economic development, 
if the people in turn are to give loyalty and support to these non- 
Communists governments. Thus the over-all purpose is, through the 
creation and maintenance of internal security in each of the countries 
of the area, to support the mutual defense objective of this program 
as a whole. 

COUNTRY AID BY COMMODITY 


Now, Mr. Chairman, I have here, and it might be useful to look 
at, a statement of the estimated cost for each country divided up 
according to major fields of activity for each of the countries that we 
are looking at. 

Mr. Gary. This is the breakdown you put in with reference to the 
other countries? 

Mr. CLEVELAND. In the case of the European countries we handed 
around in each case, at your request, a commodity breakdown, of the 
commodites to be procured. What I have here is a statement of the 
cost in both dollars and local currencies in each of the major fields of 
activity in which the program operates. 

Mr. Gary. Do you have a commodity breakdown on those? 

Mr. CLEVELAND. Yes, sir; we do have a commodity breakdown. 

Mr. Gary. Will you insert this table and a commodity breakdown 
for each country in the record? 

Mr. CLEVELAND. Yes, sir. 

(The matter referred to follows:) 
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Estimated fiscal year 1953 breakdown of supplies and equipment ' by commodity group 
CHINA (FORMOSA) 


{C. and F. dollar cost in thousands] Total cost 


BOSS Re Titans psy EO ps eg te ene $20, 375 


Bread grains 
Fats and oils 


Soybeans_-__________-- : 
Copra and/or tallow 


2. Feed and fertilizer 


Nitrogenous fertilizers_.................--_-- SCENT Wass | nde 
Potash fertilizer 
Pupeonate TOCK. .- 2... S A Set, Sal et SN a eee ee ee 


. Natural fibers: Cotton (raw) 
. Other agricultural products 


AAS ARR ies at Ai eae iar ea a Het P'S ET ke oS pea le Se ga 
PIP RCOGN OS ccs cncceiwaceduadsenewd aut soleus 2 Pre tas 
Tobacco 


Pes halt Aline haa e ey odinknen Seesaw on Kas 16, 500: 


Petroleum and products 


Crude oil______-_. si ewl les S igs 3 oe: Te 
Gasoline, lubes, greases_______. Spit § exe : : 9, 250 


. Industrial raw materials 


Iron and steel materials and products_-___.-..-..------------- 6, 000 
Copper and copper products-_._...__._.-...-.-------.------- 800 
Other nonferrous metals and products 1, 000 


Rubber and rubber products.._...____-_-_-___. is eccx ae 
Nonferrous ores and concentrates___..___._______-___________- 500 


. Capital equipment 10, 786 


Generators, motors, engines, ete 

Road-building equipment 

Construction, mining, conveying equipment 

Industrial machinery, n. e. c-.-------- ile ORs GL SU 


. Other manufactures and raw materials__..___....-__._----.-_____- 


Total dollar cost_............._- io aut aDicehc rg tr goth A ME RRR 2 98, 900 


= $30.5 million of commodities required for direct military support projects (common-use pro- 
gram). 
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Estimated fiscal year 1953 breakdown of supplies and equipment! by commodity 
group—Continued 


INDOCHINA (ASSOCIATED STATES) 


[C. and F. dollar cost in thousands] 


Economie aid programs 2 Total cost 
ee ii ane te ae aR aa nine BS ea ite nc dW aes waa eae Bana: 
ae ee ee PT: Ee oe cate 8 ies boa $300 
eax eee URINE? ER UN EINE ior ck eee Sea Sie walmman Se 3, 450 
oer aericulral proauein... ee eetle 740 

iia Mane os oS ee 50 
S2ede-including seed potatoes) - ...-......----- sence nee 40 
MNOS SS eC eas ee Lebeau idin a Tes wee tek ene 650 
IN 05a: acieieie nde ahen aaiha ian Weeds 6 aes nawhen wield dakiny 4, 800 
Seen NIN 2 te ee ew a 300 
NS iia ho ei. i eee ee ee 500 
SIRE NNN i lle ncn Hokie bore nlnin Rein 3, 800 

i. SRUSGrinl Taw Maes Se oS ne oe ce eee 4, 530 


Iron and steel mill materials and products, including ferro-alloys_ 900 


CN SUES AES aes e me aS lee me Re pede MNS nen eT 100 
[eon mae nies! sneets Sk See eet Bk ei aey 300 


NORRIE IR IOO) 5S Re Oe ee Sees 500 


Paper and Pulp: 












































Ue, Stele we maa es RES 200 
Chemicals and elated nroancts... wo 3, 430 

DDT and. other pesticides... .. -cresens secs we es 380 

Medicinal and pharmaceutical preparations—aralen, 

Aurcomycin, CiMEGON, O00. a Su esse eek Eo UL ce 2, 300 
Miscellaneous industrial chemicals ___............_.___-- 450 
(other chentiesis; Gyes, ete oc 2. cs ies Se ete see end 300 

NEA RN eB iets os SES oak 7, 135 
Agricuiuines HauinIMene. 4 5 ks 3 eS eis cee ec ee 1, 000 
PINRO es 8 ee ee ee a ie ic there id aloe ay 50 
AAAI SRG MARIE oo ooo wigs wo eh URE Oe oils 500 4 
Miscellaneous equipment, plows, planters, cultivators, ete__ 450 q 
Industrial machinery and equipment-___.__.___..-_-.-_._-__- 6, ] 35 
Generators and motors, electric, Diesel, ete_...___________ “415 
Engines and turbines, Diesel and marine________________~ 400 
Electrical apparatus, radio equipment, miscellaneous ap- 
MRI BUC 6 on cn eae ann eo ke eee aes ee 600 
Construction equipment, pumps, pipe, drill rigs, ete_________ 450 
Bulldozers, scrapers, rollers and other road building equip- 

NR ee oat er ee i er ee Oa, oar ce eis iat 200 
Miscellaneous construction equipment___._--.____._-____-- 700 
Industrial equipment, n.e.c.—refrigerating and food proc ess- 

ing equipment, ete___- ee aes wa Le 350 
Machine tools, drills, lathes, ete.______- i” ; Pn shee 470 
Trucks, jeeps, station wagons, and parts. ____..._...____-_- 1,050 
Vessels and equipment, dredge, patrol and fishing boats, ete_- 1,390 
Rie ONAEI RSS) ee ee ek ee ees 200 


ea $30.5 million of commodities required for direct military support projects (common-use pro- 
™m). 
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Estimated fiscal year 1953 breakdown of supplies and equipment! by commodity 
group—Continued 


INDOCHINA (ASSOCIATED STATES)—continued 
{C. and F. dollar cost in thousands] 


Economic aid programs—Continued 





( Total cost 
4 8. Other manufactures and raw materials___................--.------ $3, 00 
Rubber and rubber products: tires and tubes______- pete ee 300 
pS ABBE iy MEAT As Sh bees = oe ee a oD 1,450 
: Blankets and cloth_ ____- an iy diated pe oe NS : 500 
q Yarn, thread, mosquito and fish netting__..__________- tee 500 
Burlap and cement bags_____ Shia Seo pelea gh Se nit peerage t= 150 
WESOBUANCOUS. 2 ee Fossa ola Ia a GARE ie Secon 2,150 
Miscellaneous iron and stee! manufactures, hand tools, ete___ 450 
Hospital equipment, X-ray machines, beds, microscopes, 
clamps, sutures, retractors, needles, ete. __- sep EE 1,100 
Commodities, n. e. ¢., cameras, sound projec tors, phono- 
q graphs, sewing machines, technical books and periodicals, 
ct ene ENR Ce ee ee a es St eee arate St ta 500 
4 Nonmetallic minerals and products____- Soho) Ss 100 
Total dollar cost, economic aid commodities _ _ Pat 24,355 
Percent salable commodities ____ I a ee 56.7 
: PHILIPPINES 
4 Food _ sia DaSR! SRR ES ARR eee age ie Dr! ents She Re 
4 2 ee MUNNAR ne os I eR erie Se es $4, 750 
4 Protein feed_._______- pea aise ee ee ee dah cf See eee 25 
EUS RN Sole oe ata lapis de aa ag area apna ste Peaye 0 Bde aro E Ss 4,725 
B pre ———= 
a INS: Sr NONON oo o es t, S  5 a Lok twee se 240 
q 4, Other: agricultural products: “Miscellaneous inedible animals and 
7 - » animal and vegetable products__..__._.________- eee eS a 220 
% . Fuels___- ESRC Te ale NS ho rod (Op eg ig gti ae Ate ee ees 
q | cienenas aes ena as Oe Sa ee ey 5, 450 
3 Iron and steel mill materials and products, including ferro-alloys. 2, 519 
4 Brass, bronze, and their products. ...................-.u.- 100 
: Pulp, paper, and paper products________-_~- Ess spd cee 790 
Chemicals and related produets________-_-----~- SRC See Pee ee 
Medical and pharmaceutical preparations—___- AS 1, O80 
Agricultural pesticides. “ate a ep 5 Sponge 115 
Industrial chemicals other than aleohol_____- a 115 
Miscellaneous other chemicals and chemical preparatic ions _- 731 
Ne IO OUNIO INO soe. ok nk oe atin kat oko ook eke nen, SOO 
Agricultural machinery - -- - - See Pose Sh eee ee eee. epee 
Tractors and tractor parts_____ BS ae Re aE 994 
Agricultural equipment excluding pee ae ; 1,010 
Industrial machinery and equipment__—_______~- ope Rie 2 6, 261 
Construction, mining, and conveying equipment_-_- ------- 3, 325 
Motor vehicles and parts_ -- ---- a orone See 625 


Other industrial machinery, n. e. e-.-_------ awe ates 2, 311 
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Estimated fiscal year 1953 breakdown of supplies and equipment! by commodity 


group—Continued 
{C. and F. dollar cost in thousands] 


PHILIPPINES—continued 


8. Other manufactures and raw materials___.____-_.___._.-.- 


Ooty 99 8 


Rubber and rubber products... _.............-2..-24. 22-8. 
NN aso ee SU Ep Soe nen Serre er ee 2) Pee Dy eres Code My Den 


Miscellaneous iron and steel manufactures______________-_ 
Scientific and professional instruments___--____-..-____-- 
Miscellaneous industrial materials and manufactured com- 

PAIN ans es ee ee ck ar rer ai 


POO seein. cae Sede SkuL cebu PEE desing Soe 
Feed and fertilizer: Fertilizer..........-.-_-____- neuer ar’ tages reeetsy ol 
PIRGUYAL OOS. 2 iso is asa bee. ee cn So a eb lle 


. Other agricultural products: Seeds, vegetable, field and grass_-__-_-_- 


a, el hn poll Hep a ces EG tpt ened hs Br ld SE RORY Nee 
SnGueleel Taq MmaAtETINIS. ee la We weh tie ei se ky 


Chemicals and related products_-_-_.....-.------------------ 


Dearne reer nents ol dees 

Medicinal and pharmaceutical preparations, pencillin, 
aralen, aureomycine, streptomycin, etc 

Miscellaneous industrial chemicals____. 


Capital equipment - --_---.-------- Shae ee 


Agricultural equipment —-----~- Soe le ayer De ass eG ce eee ee 
Sprayers and parts-__-_-_--_-~--- 
ORR GING WORE 8 so See le eee bina tine 
Miscellaneous ee’ harv esters, plows, _harrows, 


Industrial machinery and equipment. _-___------------------ 


Generators and motors, electric, diesel and gasoline.______- 

Construction equipment, pumps, pipe, tanks, drill rigs, 
OTUs Otel eases ap ae tee 

Mining equipment, drills, hoists, ‘dump cars, air compressors, 
ing AE 

Excav ators, bulldozers, ‘road rollers and other road- building 
CINON or ie ee tis obs wads dat gia 

Miscellaneous industrial equipment, n. e. ¢., refrigerating 
equipment, food-processing machinery, pilot plants, well 
equipment - Bass loin on aa st Sn oe oe RE EE Re ola 

Trucks, jeeps, station wagons and parts_ ae ac hapers 

Machine tools, lathes, drilling machines, planers, ‘wood- 
working machines, ete_--_-_- Mag cad aed a 

Vessels and equipment _-__----—_- ~~ 

Electrical apparatus----. ~~~ -- 


Total cost 
$5, 230 


4 10 
4, 820 








1, 595 
2, 450 


988 
988 
303 





76 


1, 986 


278 
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Estimated fiscal year 1953 breakdown of supplies and equipment! by commodity 
group—Continued 


[C. and F. dollar cost in thousands] 


THAILAND—continued 








Total cost 

8. Other manufactures and raw materials__..___._______-___--__-_-- $637 

CT et as Se ae eed 4] 

pameeuemnous... | os eee Mees auc adie bare 596 
Miscellaneous iron and steel manufactures, small hand tools, 

barbed wire, wire fencing, etc. ---........------------- 20 
Laboratory equipment, microscopes, Ovens, burners, tanks, 

scales, desiccators, forceps, crucibles, glassware, etc_____- 156 
Hospital supplies and equipment, X-ray machines, beds, sterilizers, 

syringes, needles, operating tables, ete__....______2.____---- 179 
Commodities, n. e. ¢., technical books, meteorological instru- 
ments, cameras, projectors, film, surveying eer, 

SU EE REE POLES SAE i, Perea ecg errs Savages 241 

a Oun GOner O06t. ol) big Se ee ee ii 3 Sts 


PHILIPPINES 


Mr. Gary. What about the Philippines? 
Mr. CLEVELAND. Well, as to the Philippines, you know the back- 
ground of how we happened to get into business there. 


BELL MISSION 


In 1950, the President sent to the Philippines the Bell mission, 
headed by Mr. Daniel Bell, to look into the economic problem and to 
come up with recommendations to the Philippine Government and 
to the American Government as to what needed to be done to resist 
the rather startling trend toward inflation and instability and political 
an military losses. The Huks were getting stronger. 

The Bell mission reported a very comprehensive and excellent pro- 
gram of action to be taken by the Philippine Government and support 
action that it was recommended that the United States take. 

You will remember after that the President sent Mr. William 
Foster, now Deputy Secretary of Defense, and who was then Admin- 
istrator of the ECA, to the Philippines for the purpose of negotiating 
with the Philippine Government a joint program based on the Bell 
mission report. 

As a result of this discussion on the so-called Quirino-Foster agree- 
ment was put together, and the Filipinos undertook to get on with 
certain programs, particularly the passage of legislation raising their 
tax rates and putting into effect, for the first time, a minimum-wage 
law. These items of legislation were really a prior condition to the 
starting of an aid program. From November of 1950 on through the 
spring of 1951 this legislative process within the Philippine Govern- 
ment went on, and during that period they passed tax laws which 
were calculated to raise their total revenues by about 70 percent. I 
do not know of any other country in the world that has managed to 
do that in the post-war period in a comparable way in a single year. 
Their revenues are now double what they were before the Bell mission 
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went out there. Their minimum wage law was passed and has greatly 
increased the popularity of the Government with its own people. 

We then started the aid program something over a year ago. 

The Bell mission had recommended $250 million of assistance over 
a 5-year period, and the first year of this program, the fiscal year 1951, 
there was $15 million in it. That was really just the tail end of the 
fiscal year, but this year—the fiscal year 1952—we are putting in 
$32 million worth of aid, and the program is really rolling. 


TOTAL CONTRIBUTION TO PHILIPPINE ECONOMY 


Mr. Gary. My impression of the Philippines is that they are look- 
ing to the United States for a great deal of aid, some of which they 
could possibly furnish themselves. It is true that the Philippines 
have made progress. 

They, by the way, have sent some troops into Korea, which are 
giving a very good account of themselves, and I understand are very 
good fighters. There are several programs in the Philippines. They 
were asking aid under the war damage program, the war claims pro- 
gram, and we are putting money into the Philippines through other 
sources besides those. 

I wonder if it would be possible to bring those contributions to- 
gether and see what our total contribution to the Philippine economy 
is? 

Mr. CLEVELAND. Yes, I think we can do that. 

(The matter referred to follows:) 


U.S. Government foreign aid to the Philippines utilized, postwar period, July 1, 1945, 
through Dec. 31, 1951 


[In thousands of dollars} 


Girone fototem mids 3 242 iret a ae Se ee ee rie J tt $786, 428 
SoU TI RAS MURINE ns as Fors at nee ce raths i ol a 672, 029 
Credits utilized_______- Pe epee eee ee, Cre ng Eee ee 114, 399 

Eee telat a esi oor) yp ibe si) io 3 a ees Ss 18, 416 
Reverse erants and robuens. on erante.. os ss ce 416 
PPYAORIINS OOO AIT MRI es ee edge 18, 000 

Rigtiela: net foment wu et eee ge ae a SA 768, 012 
he  : RG Pie aie eR ape vgctpeart Ae ea el eM yore eI Nagoya 671, 613 
PU IMIR ste he cue eae a Re ok ee oe 96, 399 


nnn 
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Estimated additional MSA aid to the Philippines utilized Jan. 1 to June 30, 1952 


[In thousands of dollars] 





ESSN TE ONS ipa nr oe ey Ree eae Sg wiabeae bie cr ee Be Ee a 1 $5, 810 
SNE SURES RS aE FERC ie PSU Bie ey Se eee se ea a 672, 029 
PROMI TORR Be SS oe Se el i a 11 
Defense Department (Army and Air Force civilian supplie Byevscs. “2B. 345 
RM ort Aires tock ee ee er is aig aeons 5, 189 
Philippine War Damage Commission (private claims)__________- 397, 548 
State Siskvtmnink: economic and technical assistance__________- 119 
Philippine rehabilitation: 
SOR MME RUTINNRDS ci iiiat 2 Lath Dy kh os ite 100, 000 
Reconstruction and rehabilitation_______ Lae es ag Be cas, 133, 062 
ene ee Oa Ce SAIN SAIN SA aerate MN pn he eee eed ae 55 
WIM oo ee ee Up TES we Dae hi ia eee ea ee ae 7, 700 
ea EEO, SERS Eee oes Se ye POMS ape (2 for ae © pees hy eee Pea ae OS Pes ERE Fee 114, 399 
Commerce Department (merchant ships) ____._._.__._.-_-____- 2, O81 
Export-Import Bank loan. _-..................______- EE eda 250 
SEA Tiers THONETTY see SS ee eee 1, 085 
ROIS C0 or eee i ace De a ee se eh py 70, 000 
Treasury Department (SUT HUS DIOMORLY) WW: 5: Ln eee a EL Oe: 5, 983 
ie on i aa Os Sapien 35, 000 
Reverse grants and returns on grants.___...--__-_-___-_-_ Beret &.© B3' 416 
MSA counterpart funds: 
MN Oe Be te LOE! fe SELES oe ER BeAr 34 
NE I 3h SE Bk ON ee 382 
Princinal: collected on-credits:s . 5 esisicue ects go cc ce ek Beene 18, 000 
Commerce Department (merchant ships) ___..._...___._______- 396 
Po ne ROME A ere ee ee 150 
in (Gurmuin property) oo ee ee ee eed 89 
MPa meeMrs ait cs co. te se ai ta) ice Soc ee be ene 10, 000 
Treasury Department Ee OT Ec, | SOS ee ee aE ae 3, 865 
Philippine funding... _______- “2 hts Gate ipen i, eens ae 3, 500 


1 Bringing total funds utilized to $11,000; estimated total obligations as of June 30, 1952, $47,000. 


Source: Clearing Office for Foreign Transactions, Office of Business Economics, U. 8. Department of 
merce 


Mr. Cievexanp. I think you will find, Mr. Chairman, that most 
of that contribution is a past contribution. 

Mr. Gary. Thev are still asking for war damage and war claims 
money. 

Mr. Cievetanp. Mr. Chairman, I wonder if I might go off the 
record for a moment on this question? 

Mr. Gary. Yes, sir. 

(Discussion off the record.) 


DISTRIBUTION OF LAND 


Mr. Gary. Mr. Wood, while I was in the Philippines there was an 
article in one of the Philippine newspapers dealing with subdividing a 
large tract of land so as to take it out of the hands of one property 
owner and distribute it to a number of small property owners. 

The owner of the land was holding it for, I think, in the neighbor- 
hood of $300,000. This article suggested several ways in which it 
might be accomplished. One of them was that the United States 


Ara 





690 


might buy the land and then distribute it to the other Filipinos. Then 
it developed in the article that the man who owned the land had 
bought it at a tax sale and paid practically nothing for it. So, they were 
suggesting that we pay him over $300,000 for property that he paid 
practically nothing for, and then resdistribute it. 

The Ambassador, Admiral Spruance, told me that he was very 
much against any proposition of that kind, and I want to say right 
here that any time our program takes that course and the funds of the 
United States ere used for that purpose you are certainly going to lose 
one supporter in the Congress because I would not, under any circum- 
stances, agree to a program of that kind. 

I do not want to intimate that there is anyone connected with this 
Government that would consider a program of that kind, but I saw 
the suggestion in a Philippine newspaper and I want to scotch it right 
at the beginning. 

Mr. Woop. If I may add to that, Mr. Chairman, I feel wholly 
confident that no responsible official of the Mutual Security Agency 
would entertain.a proposition of the nature that you describe for 1 
minute. The purpose of this program is not to use American dollars 
to buy property in a recipient country and then give it to people in 
that country. 

The purpose of this program, as you know, has been to finance the 
import of necessary commodities, as well as technical services, from 
the United States and to use chiefly the counterpart funds so provided 
for technical assistance and various other purposes in promoting 
the recovery and economic development of these various countries. 
The proposition, as you describe it, would be wholly without the 
competence of the people administering the program to engage in. 

Mr. Gary. I am quite certain that is true, but it does show the 
extent to which some people feel we might go in this program, and | 
think if there are any ideas of that kind floating around we should 
disabuse the minds of the people in these foreign countries that we 
have any idea of embarking upon such a program. 

Mr. CLevetanp. Mr. Chairman, I can tell you as a fact that the 
idea has not only not been entertained, but nothing has been done 
along that line. 

I would like to mention, if I may, one or two things that have been 
done that relate to the same kind of problem, because there is a 
significant problem of big areas of land that are undeveloped in Min- 
danao. As you know, there is a big population pressure in the Luzon 
end of the Philippine Islands. 

One of the main things that can be done about the Huk situation 
is to assist the migration of people from Luzon down to Mindanao. 


SPECIFIC PROGRAM ACTIVITIES 


United States aid program dollars and the local currency counter- 
part have been used to do such things as these: 

1. To help supply materials for the building of access roads and 
feeder roads. They have a system of highways, but you cannot get 
to them from the farms that they are laying out. So that that is 
something we can do about this migration and settlement of people 
that really makes some sense. 

2. Malaria control is another such activity because there are some 
areas that cannot be settled until malaria mosquitoes can be gotten 
rid of. 
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3. A third kind of activity is technical help which we have given 
in this program to the Philippine Government in improving and 
greatly speeding up its own land classification system. They have 
got to get the land in Mindinao classified and the titles cleared, and 
so forth, before they can really get a settlement operation going in 
this big underdeveloped area. 

The effectiveness of assistance of this kind in directly combatting 
the Huk movement there has been testified to by a very good witness 
on this subject, this fellow Pomeroy. 


ARREST OF AMERICAN HUK LEADER 


You may have heard over the radio of this renegade American who 
joined up with the Huks a while ago. He and his wife were sentenced 
to life imprisonment. That was on the radio this morning. 

Mr. Gary. He was arrested just a day or two before we got to the 
Philippines, and I remember I.asked the Ambassador what steps they 
were going to take with reference to him and his reply was that they 
were going to do everything possible to see that he got justice. 

Mr. CLEvELAND. Well, he got justice. 

Let me read to you just a couple of sentences from what this fellow 
said. 

Mr. Gary. He and his wife were among the leaders of the Com- 
munist forces there. 

Mr. CLEVELAND. Yes. He said: ‘‘The ECA,” as it was then still 
known in the Philippines, ‘is hampering the Huks’ effort to win 
civilians to our side,’”’ that is, the Huk side. 

“The Huk organization is fighting ECA hard because it is staving 
off the revolutionary situation in the Philippines.” 

He went on to say that, “The ECA and the EDCOR’’—one of the 
settlement schemes sponsored by Magsaysay——— 

Mr. Gary. And a very able fellow. 

Mr. CLevetanp. He is here in the United States now. 

Mr. Gary. We met him. I was tremendously impressed with him. 

Mr. CLEVELAND. He said, “ECA and the EDCOR (Economic 

Development Corporation) are the most effective weapons being used 
by the United States and the Philippine Governments in undermining 
the Communist and Huk movement in the Philippines.” 
WWhen we testify on this subject we are, perhaps, prejudiced, but 
here is a fellow who is prejudiced on the other side, and he testifies to 
the same effect. That is quite an impressive statement, to my mind, 
about a program that has only been going for about a year. 

Mr. Gary. Well, I was very much impressed with several of the 
people that I met out there, and I think the Philippines are making 
progress. 

Mr. CLeveLanp. Did you meet the governor of the Central Bank, 
Cuaderno? 

Mr. Gary. No; I do not think so. 

Mr. CLEVELAND. He is a very impressive person, and has been very 
influential in getting economic and financial stability really estab- 
lished there. 

Mr. Woop. Referring to your question about this proposition as 
you described it, Mr. Chairman, I could not help thinking of a little 
cardboard book that was given to me about a year ago entitled 
“Dear Mr. Congressman.” 











It consisted of a series of letters culled from the files of the Members 
of Congress which were written to them by their constituents, in 
which some of the most amazing and strange requests were made in 
perfect seriousness by those constituents. I think it is, perhaps, im- 
possible in any activity to prevent people conceiving of and making 
all sorts of strange requests. 

Mr. Gary. Well, the article was probably written by an irresponsi- 
ble author; but, frankly, it just kind of rubbed me the wrong way, 
and I want it known that I, for one, oppose any such proposition. | 
do not think that is our mission at all. 

I think that efforts to develop some of these areas to bring about 
larger agricultural production to make the Philippines more self- 
sustaining and to enable them to contribute more to the defense effort 
is within the purposes of the program. 

So far I have gone along with the program, but I think we have got 
to watch it as it d»velops so that these nations will not come to regard 
the United States as a Santa Claus that ‘will give them anything they 
want to cure all of their ills. 

Mr. Cuevetanp. Mr. Chairman, I could not agree with you more. 


OBLIGATIONS UNDER BELL MISSION REPORT 


I want to say, on this Bell Mission figure of $250 million over a 
5-year period, that we have made it clear to the Filipinos that that is 
not necessarily a grant program, but that it is a combination of var- 
ious types of assistance, including loans, and it is our firm intention 
to have the loan component go up each year and the grant component 
go down, so that it tapers off on the grant side before very long. 

Mr. Gary. They have certain things to do under the program, and 
they are doing some of them. They have put through some measures 
that a lot of people doubted they would put through. 

Mr. CLEVELAND. Exactly. 

Mr. Gary. But I think we should insist upon performance, and 
we ought to let them know that, after all, the United States has its 
financial problems, and that we are not a Santa Claus, but we are in- 
terested in a joint effort among free nations, and we expect them to 
contribute their part. 

Thank you, we will recess until 2 o'clock. 

Mr. Cievetanpb. Are we through on this, Mr. Chairman? 

Mr. Gary. Yes; I think so. 


INDOCHINA SITUATION 


Mr. Gary. The committee will come to order. I think we have 
one or two items remaining in title 11]. Mr. Wood. 

Mr. Woop. Mr. Chairman, as vou and the committee know, | 
believe, there have been going on, while these hearings have been 
held, conversations with Mr. LeTourneau, who is French High Com- 
missioner in Indochina. 

Those conversations have been completed, and in view of the fact 
that we have just discussed the Indochina situation and the fact that 
there is, I believe, to be a communique to be issued tomorrow, it 
seems to me that it might be interesting to the committee to have a 
brief off-the-record discussion of that subject from Mr. Martin who 
has been intimately involved in these conversations. There have 
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been some interesting and significant developments. I would like 
to ask Mr. Martin to briefly tell about them. 

Mr. Gary. We will be very glad to hear Mr. Martin on that subject. 
(Discussion off the record.) 


TuEsDAY, JUNE 17, 1952. 
TECHNICAL COOPERATION 
WITNESS 
STANLEY ANDREWS, ADMINISTRATOR, TECHNICAL COOPERA- 
TION ADMINISTRATION 


Mr. Gary. We will next consider the request for the technical- 
cooperation program in title II], and in connection with that we will 
insert at this point in the record pages 123, 127, 128, 129, and 130. 

(The matter referred to is as follows:) 


Comparative summary of obligations by country and activity 


{In thousands of dollars] 





| 


Actual, | Estimate, | Estimate, 
Country fiscal year fiscal year fiscal year 
| 1951 } 1952 1953 
Bilateral technical cooperation: { 
RE RAST Sele SG SL ke Mee ees he Lee $64.1 $309. 2 $539. 2 
oo ee ae ne SS Nee 4 10, 784. 0 14, 000.0 12, 133.0 
DE i cee a ie ie wae StH 35. 2 18.2 303. 0 
See i, ea aaa MOEN 2k A 5, 193. 8 54, 565. 0 77, 517.0 
Indonesia... -- - Cee es ee Os Soe. oat See ey 7, 975.0 8, 000. 0 5, 392.0 
’ Lee et : hes = 1.4 : 
2 | 2 ae di Ltoke deere 35. 1 116. 6 169. 0 
e Pakistan ._..--. cutee en cud : ; : oe eee oe 448. 6 10, 778. 0 22, 581.0 
% ES ES aera { 65.5 6.0 
. Total obligations ___...—- eee | 24, 602. 7 87, 793. 0 118, 634. 2 





* Includes $4,500,000 for India grain sorghum program financed from China Area Aid funds—not bilateral 
technical cooperation. 
Comparative summary of obligations by major project category (illustrative)! 


{In thousands of dollars] 








. ae ae Estimate, Estimate, 

: Major project category Actu ao fiscal year fiscal year 

q year 1vo 1952 1953 

x 1. Agriculture, forestry, and fisheries.......................---] $4, 914.3 | $42, 933. 0 $51, 599.0 

; 2. Health and sanitation _____- pag ees i aN 7] 6, 467. 7 | 10, 054.0 

q 3. Natural resources, public works and transportation ______. 8 12, 336.3 | 18, 998, 2 

5 4. Reipntiom 6 Ee Se ee 5.5 | 3. 666. 0 5, 217.0 
5. Industry, handicraft, and housing... ___. aE 4 16, 360.0 29, 361.0 
6. Public administration and government service ______. 33.3 | 1, 593. 5 1, 648. 0 
7. Joint economic commission and surveys 2. _ __- 0 1, 936. 5 1, 757.0 
8. Maintenance of essential supply 3. .__- 0 2. 500.0 

2 UR ik Sai DO ee See iat peer a aay se aol pone | 87, 793. 0 118, 634. 2 


(9 ! | 


' For comparative purposes, includes Burma and Indonesia programs for fiscal year 1951 and fiscal year 
1952 as well as for fiscal year 1953. 

2 Includes general engineering advisory services for Indonesia and Burma. 

5 Includes essential producers’ and consumers’ goods for Burma in fiscal year 1951 ($2,630,000) and fiscal 
year 1952 ($2,500,000). 

‘ India grain sorghum program ($4,500,000) financed from China area aid funds—not bilateral technica’ 
cooperation. . 
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Summary by country and major project category, fiscal year 1953 






































{In thousands of dollars] 
a 
: Natural Public | joint oc 
| Total | Agricul- | proaith |Tesources, Industry,| adminis- oe 
Cidiaty | United | ture, for-| id 'sani-| Public || Educa- | handi- ‘| tration | .pomc 
y | States /estryand | “ion | Works, tion | craft,and | and gov- | $7" i. 
| cost | fisheries and trans- housing | ernment | Sy 20" 
| portation services abn 
(1) (2) (3) (4) (5) (6) (7) 
Afghanistan. _______- 539. 2 149.0 89.0 227.2 2, 2 ROR Re OBE eit eet 49.0 
ID Sse scien cn cad 303. 0 | kee 104.0 20.0 _ 5 2 eee 31.0 
oS ES aaa | 77, 517.0 | 35,533.0 | 4,469.0 | 12,878.0 | 2,932.0 | 20,797.0 | $156.9 752.0 
EE eS 169.0 91.0 39.0 8 2 RE Ro SR SOV e 26.0 
| Pree 22, 581.0 | 10,416.0 | 2,401.0 | 3,164.0 125.0 5, 671.0 137.0 H67.0 
Buren. ............f 1.1980 3, 910.0 1, 891.0 2, 512.0 1, 220. 0 2, 100. 0 500.0 }.....- 
Indonesia...........-| 5,392.0 1, 370.0 1, 165.0 100.0 895.0 775.0 855.0 232.0 
| ee 118, 634. 2 | 51, 599.0 | 10,054.0 | 18, 998. 2 5, 217.0 | 29, 361.0 1, 648.0 1, 757.0 





Summary of estimated dollar cost of program by country and major cost components, 
fiscal year 1953 


{In thousands of dollars and number of persons] 



































Senne 2 

| Services 

j 

eo United States 

| Supplies Trainees 
Country | Total | and equip- technicians 
| ment! /Totalserv- 3 
lee cost | Number Number 

of per- Cost of per- Cost 

| sons sons 
Afghanistan... ..2.. ..~..:. $539. 2 $158. 75 $380. 5 26 $265. 5 23 $115.0 
CONNER. of 50.5 chu ameeise 303.0 51.0 252.0 14 182.0 14 70.0 
S| ERE SE eis 77, 517.0 | 69,741.0 | 7,776.0 467 | 6,071.0 341 | 1,705.0 
CS a Pa 169.0 13.0 156.0 12 LOTS CRESS Sclaee 
Ee ae eee | 22,581.0 | 19, 897.0 2, 684. 0 168 | 2,184.0 100 500. 0 
| SS RIN alee | 12,133.0 9, 928. 0 2, 205.0 107 1,775.0 86 430.0 
TRB asses cb tvnncecuke 5, 392.0 3, 697.0 1, 695. 0 85 1, 005.0 138 690.0 

Total obligations.....; 118, 634.2 | 103, 485.75 | 15, 148.5 879 | 11, 638.5 702 3, 510.0 
| i 





1 Includes projects carried out under contract with private firms or institutions. The cost of technicians 
is not shown separately but is listed under supplies and equipment. 














Economic statistics—1950 unless otherwise indicated 












General 








Country 
Area 


Popu- 
lation 


calories 


Daily 
per 
capita 
food 
con- 
sump- 
tion, 





Per 
capita 
income 


International trade and payments 








Total 
exports 


Total 
imports 


Exports 


to 
United 
States 


Imports 
from 
United 
States 


Foreign 
ex- 
change 
reserves 
1951 


Public 
finance, 
gross 
exter- 
nal 
public 
debt 
1951 





















mile 
Indochina.........- 287.0 
BurWien do nti 262.0 
China (Formosa) - -- 13.1 
Indonesia. -....---- 583.0 
Philippines... -_...- 115.6 
Thetendss. 5... 3 200. 0 
Afghanistan -._....- 251 
Re aE SS A: 25. 
4 Indices Aiea rs! 1, 221 
a NOUN. cat boc wakces 5A. 
a Pakisees -256555.5.4 366. 


Thou- 


a: 
NE 


o 


ie 
© 
= 


—— 








4 — BD 
¢ sBunZeSFo 


NOSOCUCAWoe 


~ 
J 
on 


22,040 








lions 
74.0 














66.0 | 
259.1 | 


Mil- 
lions 
$9.0 
1.0 
23.0 
79.0 
235.0 
25.0 
4.0 
6.4 
212.5 
(3) 
30.4 





2 1948, 
3 Data not available. 
41949. 






GENERAL STATEMENT 





149.0 


11, 888. 0 


3 


| (3) 
| 631.0 | 









Mr. Gary. It appears from these tables that the request for tech- 
nical cooperation for the fiscal year 1953 is $118,634,200, as compared 
with $87,793,000 for the fiscal year 1952. 

As the table appearing on page 129 is similar to other tables 
which Mr. Taber requested, parallel figures for 1952, I suggest that 
parallel columns for 1952 be shown on this table in accordance with 
Mr. Taber’s request. 

Mr. AnpREws. Yes, sir. 

Mr. Gary. Now we shall be very glad to hear from Mr. Andrews 
about this general program at this time. 


Mr. AnpreEws. This general program is outlined on pages 128 and 
129, and involves the total of $118,600,000, and this includes the pro- 
grams which the Technical Cooperation Administration is taking over 
from MSA, which are Burma and Indonesia. 
A general breakdown of the utilization of the $118,600,000 of funds 
is $51,600,000 for agriculture, a little over $10 million for health and 
sanitation, a little over $5,200,000 for education, a little over $19 
million for water and water-resource development, and $29,400,000 
for industrial projects and general development of industrial areas. 
Now, the big item there and the one that I think you will see 
sticking out most is the water-development program, and that is 
chiefly concerned with India, and India, of course, as you will note, 
is the big issue in this particular presentation. 
Mr. Gary. There appear to be nine countries, but most of the 
money goes to Burma, India, Indonesia, and Pakistan. 
Mr. AnpREws. Yes; and Pakistan. 
Indonesia programs have been taken over from MSA. 


As I said before, Burma and 


Mil- 
lions 
(3) 
(3) 
(3) 
(3) 
(3) 
(3) 






(3) 
$125.4 
468. 0 
(3) 


(3) 































696 


‘ 


This title has been cut from the original authorization by 32% 
percent. 

In other words, this title has had the most severe cut on the tech- 
nical-assistance side of any big general program. 

Mr. Gary. You mean it was cut more heavily by the Congress in 
the authorization bill than any of the other programs in the bill? 

Mr. Anprews. That is right. 

Mr. Gary. And the cut was approximately 32 percent?’ 

Mr. Anprews. Thirty-two and one-half percent. 


INDIA 


Now, | think this one area where most of the money is involved, 
and the one that probably most concerns the members of this com- 
mittee is, of course, India, where there is $77,517,000 involved. 

That is merely a part contribution to a total program that is going 
on in India which is attempting to raise the food level within as quick 
a period of time as possible for that country. 

The water development, the valley development, the agricultural 
effort, the educational effort, and the whole business looks to that. 
The situation in India is something like this: You have a country 
there of 360,000,000 people. You have a population increase of about 
4 million people per vear, and they have a deficit in the food balance 
of about 6 million tons. 

Now, those 6 million tons per year in a normal situation would not 
be too bad, but when you have no such thing as convertibility, and 
when they are cut off, to some extent, from the normal source of sur- 
plus supplies in their own area of the world and have to turn to the 
dollar area for their food there is nothing on earth to do but to try to 
raise that production in India. 

We have been running a test program in India, and this is the fourth 
year, and through a system of education of local leaders, going direct 
to the villages with the introduction of improved wheat and fertilizer 
and other practices they have been able to demonstrate beyond the 
shadow of doubt that you can in a very short time increase very 
substantially—in this case double the production—food in a given 
area by the attack on it in a mass way. 


WHEAT SHIPMENTS 


Mr. Gary. What is the present status of the wheat program that 
we adopted sometime ago? 

Mr. Anprews. The last of 2 million tons has just taken to the high 
seas. That has all been delivered now. We loaned them the 
$194,000,000 and they bought wheat and it has all been shipped 
within the last week. 


INCREASES IN FOOD PRODUCTION 


If India has to drop to the 45 million tons of food that they grow 
they will have famine in great areas. The thing scaring India as well 
as other people is that in the area where the famine was last year the 
Communists made their greatest gains this year in the elections. So 
there is a drive on in which the Indians are contributing many, many 
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more rupees, translated into dollars, than we, and we have gone ahead 
and joined together to actually tackle this program at the village level 
through a series of groups of villages, putting trained workers in there 
and backing them up principally with food and fertilizer and a certain 
amount of equipment in the form of the simplest types of plows to put 
over the program. That runs into considerable money. 

The well part of the program is primarily for tube wells. The 
Ganges Basin at about 250 feet has a very large heavy sheet of water 
that comes down from the snow off the mountains. 

Competent geologists of India, as well as our own, estimate that vou 
can put a well on each 200 acres of the Ganges Delta or Basin, and that 
well will supply water to assure a crop; it will not supply all the water 
for the crop, but it will supplement the normal rainfall to assure a 
crop on 200 acres of land, so in this program there are 2,000 of these 
tube wells which are supposed to be drilled to supply water for that 
Ganges Delta. 

There are other developments of a similar nature in other areas in 
connection with a power dam. There is some bush being cleared up 
in a tremendous drive to really bring that food production up some- 
where over the critical point. 

I think if you could increase the production of food in India for the 
next 5 years to where they would be self-sufficient, it would be one of 
the miracles of history. If we can narrow it so that they can handle 
it without having to come over here and have us give it to them every 
time a famine breaks out in some area, I think that we would be gain- 
ing. I think this is probably the cheapest way if we are going to 
take on her responsibility. 1 do not think any government will last 
long in India today that lets a bunch of people starve. They used to 
be able to do it, but those people have been told that sovereignty 
means something and they are looking for the sun and no government 
in India can stand long and have mass starvation. You will have 
anarchy, communism, or something. It will blow up. 

This whole program is keyed to try to bring India up somewhere 
near a survival level in food production within 4 years. 

I want to repeat that India is putting in about the equivalent of $3 
to our $1. 

SHIFT FROM FOOD TO FIBER PRODUCTION 


Mr. Taser. Right at that point, is it not a fact that the trouble 
with their food production is that they have drifted away from their 
food production into fibers? 

Mr. Anprews. Not to any degree. The increase in fiber produc- 
tion in India last year was just about 1 million acres. Frankly, a 
quarter of an acre of jute sold on the American market will buy five 
times as much wheat as you could grow in that particular area. I 
know it is easy to say, and we could accuse them of it. 

The cotton production increased about 500,000 acres. That is a 
good deal if you have a small country. Remember, India is a tre- 
mendous country, a whole subcontinent, and that is not a material 
amount of acreage. If the trend went on I would agree with you, sir, 
but with just a jump of 1% million acres when you have 400 million 
acres to deal with, it does not amount to too much. 

Mr. Taser. I think it is a fact that they did increase their fiber 
production. 
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Mr. ANpReEws. Yes. 
Mr. Taser. Very decidedly. 
Mr. AnpreEws. About 1,500,000 acres total. 


SUPPLIES AND EQUIPMENT 


Mr. Gary. I notice from the table appearing on page 129 that 
supplies and equipment are about 10 to 1 as compared to services. 

Mr. Anprews. That is correct. That is largely because of the 
necessity for a great deal of steel and fertilizer in this program. I do 
not want to give the impression here that it takes $50 million worth 
of steel to make enough of the $2.75 plows which they use to justify 
this total of $69 million, but it is fact that India has a steel production 
of about 1 million tons a year. That has to take care of her entire 
economy. 

In the introduction of, say, cover crops, or a little bit more modern 
methods in the cultivation of a crop in India, you have to have a little 
turning plow. It is about a 5-inch plow, and it takes 5% pounds of 
steel tomake it. The steel for that is going to be bought in the United 
States or Japan and shipped there and turned over to the factories 
and small shops there. 

These tube wells I was talking about take 250 feet of 8-inch stee| 
tubing, and that is a part of the expenditure and so it goes right on 
down the line. 

There is about $10 million involved in fertilizer in this program for 
two purposes. One is to apply the fertilizer to the earth and increase 
the production of food. The second purpose, and the prime purpose, 
is to demonstrate to the Indians that fertilizer will pay them to use it. 
They use practically no fertilizer in India. They use in the whole 
country of India less than half that they use in the State of Alabama 
in this country. The Indian farmers refuse to use fertilizer unless you 
prove beyond the shadow of doubt that it will pay them to do it, 
which is good sound business for any farmer. But he has a religious 
aversion to using chemical fertilizer on the ground that it is interfering 
with nature, and only when we show him by actual demonstration 
that he can double his crop if he uses it will he take the trouble then 
to buy and use it for another year and forget his religious scruples. 


RELIGIOUS SCRUPLES OF INDIAN PEOPLES 


Mr. Gary. A great deal of your trouble in India is because of reli- 
gious scruples? 
Mr. Anprews. That is right. You cannot change that by telling 
them it is wrong. 
IMPROVEMENT IN CATTLE HANDLING 


Mr. Taser. Can you do the same thing with cattle as you do with 
fertilizer? 

Mr. Anprews. In some instances we have made slight progress 
on that. This sounds very, very small and simple, but the sacred 
cattle in India—and this is just a start—just roam out on the village 
common. They are in groups. They are pretty poor cattle. 

One of our people suggested to some of the Indian people in some 
of the villages that they would get more milk from two cows tied up 
at night and have feed carried to them than they would if they just 























699 


let them run in the herd. They got a few villages to try that. They 
brought their cattle in and tied them up in the village streets. That 
did one thing: it got the manure all concentrated, which they used 
to burn. 

Mr. Taper. That is where they get their winter fuel? 

Mr. AnpREws. Yes. The second thing is, the food was carried to 
the cattle and they produced a little more milk. 

They soon found that two cows taken care of in that way would take 
the place of five handled out in the regular herd. It is not against 
their religion to drive the extra cattle into the jungle and let the 
beast eat them. They are tying their cattle up, getting a very crude 
kind of chopper to chop the grass over a log, and putting it in mud 
troughs. They drive the unprotected cattle to the jungle and the 
beasts eat them. That is according to nature, and there is nothing 
against that. I would not say that is sweeping India, but it is hap- 
pening in many villages in India right now. 

They have not solved the monkey problem which is just about as 
serious. 

Mr. Gary. The monkeys eat a lot of grain? 

Mr. AnpREws. They eat the gardens up. It is serious. In some 
areas they are beginning to let people in from the outside to shoot 
them, but the average villager simply will not do it. He will hardly 
run them off his garden. I do not know how you are going to handle 
that problem. 

Mr. Gary. That is due to religious superstition? 

Mr. ANDREws. Yes. You can be driving along a road and see a 
swarm of monkeys come down on a garden and the farmer will not 
touch them. 

The livestock program is working in a limited way. 


IMPROVEMENT IN UNTOUCHABLE CASTE 


Mr. CLevencer. Are they making any progress in the treatment of 
the low class and the untouchables in India? 

Mr. Anprews. If you really want to get excited about India, that 
is the most exciting thing over there. In this program, which is 
based upon training by ourselves and the Indian leaders, people go to 
the villages, touchable and untouchable, to work with the village 
people, and that is going on, and you can show time after time where 
the increased production in wheat has allowed an increased rupee 
income. They have turned around in one of the untouchable villages 
after another to use that money to buy brick and build with their 
own hands schoolhouses so that their children can go to school. 

Swarms of kids of untouchable parents are going to school and they 
are very, very proud of it. 

That is a part of India that is most encouraging. 

Mr. Citevencer. They have had more concern for the monkeys 
and the cattle than for the people? 

Mr. AnprEws. The untouchable thing is rapidly solving itself, and 
India 15 years from now will not know it. 

Mr. CieveNGER. Do you think that quickly? 

Mr. Anprews. That is right. The kids are getting an education. 
These young Indians that take this training become agricultural 
agents. As part of their duty, they must go to a village, untouchable 
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or otherwise, at night and sit down and teach the illiterate the Hindu 
alphabet. They will see them in a room a third the size of this one 
with a coal-oil lamp and a crude chart on the wall. The cultivators 
are completely illiterate. That program among the adults is a tre- 
mendous thing. That is a part of this general drive in India. 

I want to repeat that the Indians are doing much more about it 
than we. We are merely helping. I think we are helping and we are 
helping them put over a program that they could not do themselves. 
Mavbe I am wrong. 

Mr. Gary. Are all the cattle over there sacred? 

Mr. Anprews. Yes. The females, of course, are used exclusively 
for milk and breeding other animals. They will not work a female 
animal at all. 

(Discussion off the record.) 

Mr. Anprews. This program is in 200 villages. They have from 
150 to 1,250 people in them. They are all mud villages and there 
are practically no communications between them except trails or an 
oxcart road. 


USE OF BRAHMA CATTLE IN UNITED STATES 


Mr. Gary. They are using a good many Brahma cattle in Florida. 

Mr. ANpreEws. Yes. 

Mr. Gary. They are doing a lot of experimenting «with them, 
crossing them with other breeds. The University of Florida has 
quite a research program going on trying to determine what cross 
breeds with the Brahma will produce the best cattle for Florida. 

Mr. Anprews. Down in Louisiana where I was before I came up 
a few years ago, and in Arkansas, they crossed them with Herefords 
with some success. They have crossed them also with Angus with 
some considerable success, but the Brahmans are pretty wild, and 
when you cross them with some Angus you really have a wild animal. 

Mr. Cievencer. The Klebergs are crossing them with the red 
shorthorns, the new breed ealled Gertrudis—now many thousands 
of them. 

Mr. ANprews. The Klebergs have made a sensational use of that 
animal on their ranch in Texas. 


FERTILIZERS 


Mr. Gary. Do they use night soil in India, as they do in Japan? 

Mr. ANprews. Not much; nothing like they do in Japan. 

The tragedy of India in this land business is that they take off to 
the last piece the straw right down to about an inch. They use then 
the cow dung for their fuel. That is the only fuel they have, so no 
animal manure goes back to the land.’ There is very little humus on 
the land to turn in. You have a land which for centuries has pro- 
duced and produced and produced a little bit, and there has been 
nothing going back into it. There are some demonstrations going 
on with fair success in what they call compost heaps. The refuse of 
a village goes to a sump and they throw leaves in and anything in 
the world they can get and they take it out and put it on the land in 
the spring, but that is about the only thing. 

Commercial fertilizer, as I said before, is used very little. The 
whole area of India uses about half as much commercial fertilizer as 
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they use in the State of Alabama in 1 year. That is something that 
has to move up if the country does not go further down. It is well 
worth to remember this: The agricultural production in India is 
hardly as large as it was 20 vears ago, and the average Indian in 
raiment and food is not as well off as he was 50 vears ago. 


VEGETARIAN DIET 


Mr. CLEVENGER. Do they eat beef under any conditions? 

Mr. ANprREws. No. The untouchables and those that have been 
westernized will sometimes slip around and eat a little beef. The un- 
touchable fellow will eat some meat on the ground. He is so low it 
does not make any difference anyhow. I have even seen them eat 
pork meat. 

Mr. Gary. They do not cat meat at all? 

Mr. AnprRews. No. They are principally vegetarians and they 
get their fats and oils from vegetable seeds, such as the sesame seed, 
and they get some of their fats and oils from milk. They drink con- 
siderable milk. They are fairly heavy eaters of root crops. They eat 
potatoes and a certain kind of mango. It looks like a sugar beet. 

Mr. Gary. Do they have much rice? 

Mr. AnpreEws. They are big rice eaters in some areas. They have 
some areas where they eat almost wholly rice; other areas pretty 
largely wheat; and other areas strictly corn and sorghum. This west 
Texas type of sorghum which goes very strong in the central provinces 
around Madras. It is a substitute for millet. They used to grow a 
great deal of this old-fashioned millet. 


TRANSPORT DIFFICULTIES 


Mr. Gary. Do they have many fruits there? 

Mr. Anprews. Considerable. Various types of mangoes and 
oranges and bananas and a lot of figs. The big problem there is distri- 
bution. In the first place, you have a few railroads and they are 
central trunk lines coming from the coast to the big cities. There are 
a few good highways, but they are mostly built with a military end 
in view and not with the idea of tapping sources of supply. The 
result is there is practically no way of getting the bananas in the lower 
part of India up to the northern part of India. Even if you get them 
to New Delhi vou are going to town. 

That same general problem is pretty typical all over that area. It is 
a matter of movement of goods. Even if vou had a road, you would 
have the problem of crating and refrigeration and that whole category 
of things. 

I spoke a while ago about Ethiopia. There you can produce as much 
beef as you do in Argentina, but the cattle out there really grow on 
that wonderful grass. What happens? They kill them, take the 
skin off, and let the carrion eat the meat. Why? There are no roads. 
First, there are no slaughterhouses. If you have a slaughterhouse 
there are no roads to get the meat in. Then there are no railroads and 
facilities to get it out to the ports. Part of the Ethiopian program is 
the development, with technicians and their money, of a svstem which 
will get this thing into motion. 
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Mr. Gary. They have no religious scruples involved with regard 
to eating meat? 

Mr. AnprEws. No. 

Mr. Gary. It is purely a question of economic handling? 

Mr. AnpDreEws. Right. 

The time is going to come when Germany and England are going 
to have to get any meat they get from Ethiopia rather than from the 
Argentine, as they have in the past, and even Australia, as they have 
in the past. This Ethiopian thing is tremendously important from 
that standpoint. | 

Mr. Gary. Did Italy do anything to develop their economy when 
she was in there? 

Mr. AnpreEws. Very much. I think actually the real development 
in Ethiopia was done by the Italians. They are out of there now. 
The present Emperor has more or less seen the light, and he is driving 
terrifically to develop that country. That is an illustration of our 
over-all problem. 

PAKISTAN 


Now at Pakistan you have about the same situation over-all except 
that Pakistan is normally a surplus-producing country. They were 
the country that used to supply the jute, the cotton, the wheat, and 
rice for a great deal of what is now India, but with the going out of 
many of the Indians and the influx of the Moslems the country is very 
unsettled. They feel very badly about the fact that they were never 
industrialized during the British occupation. India got all industrial- 
ization. They are wild for industrialization now. They are putting 
all their attention to that, and they are letting their agricultural pro- 
duction go down. I think that will be reversed in due course. We 
may be hit this year by a request from Pakistan for 300,000 tons of 
wheat, a country that normally exported 300,000 or more tons of 
wheat. That thing has gone to pieces over there. 

I hope we do not have to face up to that. It is serious right now. 

Getting around to our program there, our program is to continue 
Pakistan as a great producer of cereals and fibers, and at the same time 
help them wherever we can in a technical way to industrialize. We 
are not investing money in Pakistan industrial enterprises. They 
are having to do it themselves and some outside people are doing it. 

The program there is again a development program, again tackling 
something that will produce something that will raise the general 
standard of living and the general productivity of the country. 


BURMA AND INDONESIA 


We can go on to Burma and the Indonesian programs. 

In adjusting to the reduction that the authorization legislation 
gave us, we cut a great deal of the supply component out of these 
two programs, and it is a program now that runs pretty well along 
the lines of the program in India and Pakistan. 

Mr. CLreveLanp. | take it that Mr. Andrews has gone over the 
general aspects of this work in the whole area; so, 1 do not think that 
there is much that I need say about the philosophy of the operation 
in the whole area. I would like to just summarize very briefly what 
has been going on in the Burma and Indonesia programs over the 
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last couple of years and indicate the kind of program which in some- 
what reduced form will be carried on next year under the authorizing 
legislation. 

‘In this current fiscal vear we have had a total of $14,000,000 in 
the Burma program. That breaks down between $11,507,000. in 
supplies and equipment and $2,493,000 in services. 

For the fiseal year 1953 the total program as now projected, given 
the reduced authorization, is $12,1 33,000, broken down between sup- 
plies and equipment, $9,928,000, and services of $2,205,000. 


PROGRAM FOR BURMA 


The purposes of the program in Burma can be briefly summarized 
in two words: unity and rice, On the unity side, the problem which 
the Government of the Union of Burma faces is to put some meaning 
into that middle word in its own name, the word ‘‘Union.” 

Burma consists of a number of semiautonomous states pulled to- 
gether by the central government in Rangoon. Burma faces, as you 
know, a number of different forms of insurrection. The Burmese 
Government has had a good deal of success in the last year or two in 
getting them under control. 

Our purpose in this work has been in part to strengthen the ability 
of the Government of Burma to establish security and unity. To do 
this, the Government must be in a position to bring tangible benefits 
to its own people. ‘This it can do through the provision of our assist- 
ance and even more through the organization by the Government of 
Burma itself of a number of special services and programs. 

Let me just pick out one program as an illustration of this. This 
program is for the so-called Rehabilitation Corps. There are a lot of 
people in Burma who have never done anything at all in their lives 
except fight. They fought with Stilwell and after the war they fought 
with bandit groups of various kinds. Sometimes these voung fellows 
get captured, sometimes in considerable numbers, by the Government 
of the Union of Burma, and that Government then faces the problem 
what are they going to do with these 25- or 30-vear-old men that are on 
their hands? If they turn them loose, they will go back to banditry. 
If they try to lock them up in concentration camps, there would be too 
many prisoners, and it would not be a constructive solution of the 
problem anyway. What they wound up doing was to form the so-called 
Rehabilitation Corps, which is really patterned on the old Civilian 
Conservation Corps in this country. The idea is to bring some 
training skills to these people, by putting them to work on necessary 
public works. After a course of training in some particular line of 
work, carpentry or what not, thay are then released and are in a posi- 
tion to become for the first time really constructive members of the 
new Burma society. 

RICE PRODUCTION 


Our other main objective in Burma has to do with the production 
of rice. As you know, Burma has historically been the big rice pro- 
ducer in that part of the world. India, Indonesia, and other countries 
in the area have depended very heavily on Burma for rice. 

Prior to the war they were able to export about 3,000,000 tons a 
year. Now they are exporting about 1,300,000 tons. The problem 
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is to assist the Burmese Government in all stages of the production 
and exportation of rice, from cultivation and transportation and 
storage down to the problem of expansion of the port of Rangoon 
sufficiently to enable it to handle the load if they are going to, in 
fact, reach the goal of 3,000,000 tons of exports again. 

A good part of that work in the port is already well underway. |: 
was done during the emergency postwar period and represented some 
considerable supply assistance as well as technical assistance in the 
port, and in the construction of storage and transportation facilities. 
Some of that can now be cut back because a good start has been made 
on planning out the development of the port and getting their rice 
production back on the upgrade through some of the assistance made 
available hitherto. 

INDONESIAN REQUIREMENTS 


With regard to Indonesia, the program has been considerably 
smaller than the figures for Burma. This current year the total 
program is $8,000,000, broken down between $6,633,000 for supplies 
and equipment and $1,367,000 for services. 

For the fiscal year 1953 the total is $5,392,000, broken down 
$3,697,000 for supplies and equipment and $1,695,000 for services. 
This program has existed and exists primarily for the purpose of 
making it possible for Indonesia, the largest new country that has 
been created in the postwar period, save only India, to develop 
effectiveness in the management of its economic and administrative 
affairs, so that the Indonesian Government will be better able to carry 
out programs for the maximum utilization of the very sizable resources 
that the Indonesian people have. 

The program has taken the form of advice and assistance in the 
fields of agriculture, forestry, fisheries—help for example, in motoriz- 
ing the Indonesian fishing fleet, help in research and expansion of the 
production of cereal crops, and so on. That takes up something like 
25 percent of the fiscal year 1953 program. 

Secondly, advice and assistance in building an Indonesian public 
health program—particularly, as in other parts of the Far East, in 
the demonstration of the possibilities of the control of endemic 
diseases like malaria. 

Thirdly, some work in the field of small industries, especially aid to 
the Indonesian Central Workshops, which are really a form of regiona! 
industrial extension service for small rural industries. 

Finally, the provision of some general engineering advice or advisory 
services. Under this progeam we have financed a contract between the 
J.G. White Engineering Co. of New York and the Indonesian Govern- 
ment, under which the J. G. White Co. is assisting the Indonesians in 
their development planning and, as a result, in making the best use, 
not only of their own resources, but also of the $100,00C,00€ Eaport- 
Import Bank loan that was earmarked for Indonesia some time ago. 

1 think that this summarizes the general programs in those two 
countries as they stand at present, and as we will be transferring them 
under the authorizing legislation to Mr. Andrews here on the Ist of 
July. 
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OFFICE OF THE DIRECTOR FOR MUTUAL SECURITY 


Cc. TYLER WOOD, ASSOCIATE DEPUTY DIRECTOR FOR MUTUAL 


SECURITY 
DEPARTMENT OF STATE 

GRAHAM R. HALL, SPECIAL ASSISTANT TO THE ASSISTANT SECRE- 

TARY OF STATE FOR UNITED NATIONS AFFAIRS AND DEPUTY 

UNITED STATES REPRESENTATIVE ON THE COMMITTEE TO THE 

AGENT GENERAL, UNITED NATIONS KOREAN RECONSTRUCTION 

AGENCY 

Mr. Gary. We will now take up the United Nations Korean Re- 
construction Agency. 

Mr. Woop. Yes, Mr. Chairman. 

Mr. Gary. In that connection, we shall insert in the record pages 
131, 132, and 133 of the justifications. 

(The matter referred to follows: ) 


General planning budget of UNKRA, fiscal year 1953 


[In thous nds of doll rs] Estimate, fiecal 
1. Relief and sustaining commedity imports, including $44,300 
DO ee ern ee cod ene net ep ae Te $174, 469.0 
2. Rehabilitation: 
ReRMMeM os Seg ett eo eh Se eaeprea ge he ee nd eo 7,779.0 
Public health, educational and welfare facilities: 
Hospitals ______- wpa Mraz as" gs 5 el ere fas 2, 000. 0 
CO RRR ASE a ee ee Gs ee ee 6, 000. 0 
Public buildings-—_____. Sate eat wt Pees EN USS 8, 980. 0 
Orphanages - _ ___- a aS a el I hs a 584. 0 
Industry: 
oN ORS ERR aa Bae PP est AS SES Tae ee 3, 980. 0 
ROMER BON eo ee ee sre reg ai ey 3, 887. 0 
oo iA tS Se Ba Ag. pha Mele de pune 8, 000. 0 
Shipping and internal transportation _ _ __- oo es 7, 145. 0 
Mining: 
50 SA SR aa ea eg WR EARLE SD 2, 625. 0 
Other Pi EAS Dg Mia Ae ba 1, 755. 0 
On Sails fea eens Jo eet Te Se et 5, 000. 0 
ee NI oes te eS 1,420.0 
3. Education end welfare services: 
ne SEE AT RAED a ETS RE, Se ae 1, SSO. 0 
RR SSS TR EERE OE ape Rae a Se 500. 0 
Medical education and equipment___.._-__--______.___- 955. 0» 
Physical rehabilitation... _..__._____.___- SRS te ee : 600. 0 
Other technical assistance projects. __-__._....-.-.-..--__- 500. 0 
4. Operational personnel and establishment costs___________-_-__- 4, 107.0 
5, BT an oc Oh a ce nea ao ded ck ona Seeane es 2, 975. 0 
Completed portion of program in prior year_...._______._..-_-__- 4, 863. 0 


AOE RING te i OB a iio oe ee 250, 000. 0 
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General planning budget of UNKRA, fiscal year 1953—Continued 


{In thousands of dollars] 1 
Tn; : Sigs > Aye Estimate, fiscal 
United States pledge by United States—United Nations representa- = year 1953 * 


tives_ . ner <p eee Ch th = so cain gee BES an wendy Se OO 

United States contribution, 1952 (actual)...._....__..______. 10, 000. 0 

Balance, United States unfulfilled pledge ..______________- ~ 152, 500. 0 
Deduet 1952 carry-over (estimated) _- .--.-- $41, 465. 9 
Deduct Army pipeline (estimated) _- apa cee = 66, 034. 1 


Total deduction 


Appropriation request, 1953____-_......---- Ah see Le Ee 45, 000. 0 
NotTeE.—UNKRA was es!: blished cn Dec. 1, 1920. In fiscal year 1951, disbursements were principally 
= — planning, operaticnal personnel, and establishment costs, and transportation of personnel to 

Trea, 

GENERAL NARRATIVE STATEMENT 
A. Funds requested 

The United States representatives in the General Assembly of the United Na- 
tions have pledged, subject to approval of the Congress $162.5 million as the 
United States share of the initial $250 million program of UNKRA. For fiscal 
year 1952, the Congress authorized and appropriated as a contribution to UNKRA 
the unobligated balances of the appropriations theretofore made and available to 
Korea under authority of the Far Eastern Economie Assistance Act of 1950, as 
amended (22 U. 8S. C. 1548, 1551, 1552). These balances have now been de- 
termined to be $51.5 million; and $10 million has been disbursed to UNKRA 
under this appropriation, leaving an unobligated balance of $41.5 million. Also 
for fiscal year 1952, the Congress authorized, but did not appropriate, an addi- 
tional $45 million. 

The present request is threefold: (1) Authorization to carry over the unobligated 
balance of the fiseal year 1952 appropriation, which balance is $41.5 million; 
(2) appropriation of the $45 million which was authorized but not appropriated 
for fiseal year 1952; and (3) authorization for the United States Department of 
the Army to make available toward the United States contribution to UNKRA, 
at the time when that Ageney assumes full respomsibility for relief and rehabili- 
tation in Korea, civilian relief supplies in the Army pipeline to Korea of a value 
of $66 million. 

The estimated fiscal year 1953 commitments of UNKRA are based upon a gen- 
eral planning budget presented by the Agent General of UNKRA to his advisory 
committee and approved with the agreement (1) that the major part of the esti- 
mated expenditures would be made as soon as the military circumstances per- 
mitted full seale operations by UNKRA; and (2) that operational programs 
would be submitted to the advisory committee in advanee of implementation. 
However, as the plan of expenditures is based upon Korean absorptive capacity, 
and not upon the cost of completely restoring the war-damaged economy (which 
would be far beyond the financial capacity of UNKRA to accomplish) it is im- 
probable that there will be major changes in emphasis in the program although 
specific items will be adjusted to meet current needs. 


B. The need for aid 

The military aggression against the Republic of Korea has caused vast damage 
to its economy resulting in the necessity that economic assistance be furnished 
to enable the Korean people to survive the ravages of warfare. The over-all 
purpose of UNKRA’s economic assistance program is to help the Korean people 
in their own efforts to provide the basic necessities of life and to achieve, to the 
extent possible, a self-sustaining economy. 


C. Administration ef program and method of accomplishing objectives 

UNKRA was established by resolution of the United Nations General Assembly 
on December 1, 1950. The program of UNKRA is administered by the Agent 
General, J. Donald Kingsley, a United States citizen, who has previously done 
outstanding work in important executive positions in United States Government 
agencies and has also served as Director General of the International Refugee 
Organization. Administrative offices are maintained in New York and Wash- 
ington, and operational offices are maintained in Korea. The United Nations 
resolution established an advisory committee to advise the Agent General with 
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regard to major financial, procurement, distribution, and other economic problems 
pertaining to his planning and operations. The advisory committee is composed 
of representatives of the United States, the United Kingdom, Canada, India, and 
Uruguay. The representative of the United States is Isador Lubin and the 
Deputy United States Representative is Graham R. Hall, who is also Special 
Assistant to the Assistant Secretary of State for United Nations Affairs. 

D. Relation to United States objectives 

The objectives of the United States with respect to the Republic of Korea are: 
(a) To repel the aggression against the Republic of Korea and to restore peace and 
security in the area; (b) to seek, through United Nations action, the establishment 
by peaceful means of a unified, self-governing and sovereign Korea, independent 
of foreign domination and eligible for membership in the United Nations; and (c) 
to support the United Nations in assisting the Korean people to recover from the 
ravages of war and lay the political and economic foundations for a stable demo- 
cratic nation. The strategic importance of a free Korea to the mutual security 
of the free nations of the world is obvious. The United States objectives can 
best be secured by providing, through its contribution to UNKRA, the funds 
needed to furnish the minimum assistance required to keep the Korean people 
alive and sustain their economy on the minimum basis under which the Nation 
can survive as a free country. 

The responsibility for furnishing relief and rehabilitation in Korea should be 
shared through the multilateral United Nations program of UNKRA; otherwise 
the United States may feel called upon to carry the entire burden; if the United 
States does not fulfill its pledge, other countries will not fulfill their pledges. The 
immediate need for full-scale operation of the UNKRA program, which will arise 
as soon as hostilities cease, must be provided for by appropriation now. As soon 
as military circumstances permit, the Agency must receive large funds for im- 
mediate commitment toward building up its own pipeline of relief supplies to 
dovetail into and to sueceed the Army pipeline. 

Mr. Gary. It appears from this table that our total commitment 
is $152,500,000, from which is deducted an estimated carry-over of 
$41,465,900, and Army pipeline materials, at $66,034,100, making a 
total of $107,500,000, which leaves a balance of $45 million which is 
requested for the fiscal year 1953. 


AUTHORITY AND BASIS FOR REQUEST 


Mr. Woon. Mr. Chairman, this, as you know, is the Agency formed 
by the United Nations to be ready to take over relief and reconstruc- 
tion in Korea if, as, and when a truce is negotiated and the situation 
arises in which civilian agencies can operate fully in this field. 

This work is now being done by the War Department. 

The request is, in fact, for the authority to continue available an 
unobligated balance of a previous appropriation amounting to $41,- 
500,000, as you have pointed out, plus an appropriation of $45 million 
which was authorized last year, and for which the legislation this year 
contains a reconfirmation of that authorization, in addition to which, 
as noted here, the authorizing legislation authorizes that the balance 
of our contribution to this international agency will be made up of 
goods which are or will be in the Army pipeline and financed by the 
Army appropriation amounting to $66 million. 

We have with us Mr. Graham Hall, of the State Department, who is 
ready to answer any detailed questions which the committee may 
have on this subject. 

He has also a statement which he can either present or put into the 
record as the committee sees fit. 

Mr. Gary. Has it been definitely determined now that the relief 
program in Korea, if and when the fighting ceases, will be handled by 
this organization rather than by the United States direct? 
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Mr. Woop. There has been an agreement reached in the United 
Nations, on the basis of which this cooperative multilateral program 
has been planned. 

TOTAL AMOUNT OF FUND 


Mr. Gary. What is the total fund contemplated? 

Mr. Woop. The total fund is planned to be $250 million, of which 
the United States’ portion is contemplated—there is no pledge of 
course, that is not subject to the action and approval of the Congress, 
there is no final commitment at all—our portion would be, as the plan 
now stands, $162,500,000, the balance to be made up by the contribu- 
tions of other nations. 

GENERAL STATEMENT 


Mr. Gary. We will be glad to hear from you at this time, Mr. Hall. 

Mr. Hatt. Thank you, Chairman Gary. 

It is the established policy of the United States to provide economic 
assistance for the Republic of Korea by contributions to the United 
Nations Korean Reconstruction Agency (UNKRA) which was estab- 
lished by the General Assembly of the United Nations to provide for 
relief and rehabilitation in Korea. The military aggression against 
the Republic of Korea has caused vast damage to its economy, 
resulting in the necessity that economic assistance be furnished to 
enable the Korean people to survive the ravages of war. The over-all 
purpose of UNKRA’s economic-assistance program is to help the 
Korean people in their own efforts, first to provide the basic necessities 
of life and then to restore a self-sustaining economy. During the 
continuance of hostilities, the unified command has the primary 
responsibility for civilian relief in Korea. After the cessation of 
hostilities and as soon as military circumstances permit, such respon- 
sibility will be transferred to UNKRA which will also assume respon- 
sibility for rehabilitation. 

The United States has pledged, subject to the approval of the 
Congress, $162.5 million as its share of the initial $250 million program 
of UNKRA. For fiscal vear 1952 the Congress authorized and appro- 
priated $51,465,900, of which $10 million has been disbursed; and the 
Congress authorized, but did not appropriate, an additional $45 
million. 

H. R. 7005 authorizes (1) extending through fiscal year 1953 the 
fiscal-year-1952 authorization of $45 million and (2) carrying over the, 
unexpended balance of the fiscal-year-1952 appropriation. It also 
authorizes the United States Department of the Army to make avail- 
able toward the United States contribution to UNKRA, at the time 
when that Agency assumes full responsibility for relief and rehabilita- 
tion in Korea, the civilian relief supplies in the Army pipeline to 
Korea of a value not to exceed $67.5 million. 


PRESENT NEED FOR APPROPRIATION 


It is necessary that the proposed United States cash contribution of 
$86,465,900 be available for UNKRA as soon as hostilities cease. 
The immediate need then arising must be provided for by appropria- 
tion in advance. Although UNKRA will not take over full responsi- 
bility from the military before 6 months aiter the cessation of hostil- 
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ities, UNKRA must begin immediately after hostilities cease to com- 
mit large amounts toward building up its own pipeline, a pipeline 
which will require a much longer lead time than the 3 to 6 months’ 
pipeline which the Army has been able to maintain because it could 
draw to a large extent upon an already established reserve supply. 


ANALYSIS OF H. R. 7005: AMENDMENTS TO SEC. 303 


The proposed amendments will provide for the $162.5 million 
pledge to the following extent: 


Disbursed in fiscal year 1952 to date_____..________-____-. . $10, 000, 000 
Fiseal vear 1952 authorization extended through fiscal year 19% 53. 45, 000, 000 
Carry-over of fiscal year 1952 unexpended balance______________- 41, 465, 900 
Transfer of Army pipeline of value not to exceed $67.5 million_____ 66, 034, 100 

Toe he Pe Os Ses Jer eis ee oe oe ee ek 162, 500, 000 


With respect to the Army sabes. it is thought that its value at the 
time of transfer may not exceed $50 million. In such event, the total 
authorization will fall correspondingly short of the pledged amount. 
The ceiling figure of $67.5 million on the value of the Army pipeline 
has been inserted so that the Congress may assure that the pledged 
amount of $162.5 million will not be exceeded in the authorization. 


OBJECTIVES OF UNKRA PROGRAM 


The principal objectives are (1) to provide the minimum food, 
shelter, clothing, and medical services required to sustain life, (2) to 
assist in the development of agriculture, fisheries, coastal s Sine: 
and mining so as to minimize food-import requirements and to maxi- 
mize exportable surplus, (3) to assist in increasing the Korean produc- 
tion of goods and materials and in making the maximum use of 
indigenous resources, (4) to assist in measures designed to counteract 
the inflationary tendencies resulting from the war conditions, (5) to 
assist toward the achievement of economic conditions conducive to 
the maintenance of economic and political stability, and (6) to assist 
in the training of Koreans in technical skills in the fields of agriculture, 
industry, public health, and education. 


UNKRA’S INITIAL $250 MILLION PROGRAM 


The General Assembly has approved a $250-million program for 
UNKRA for an initial period estimated to be approximately 1 year 
of full-scale operation. The item allocation of the initial $250-million 
program of UNKRA is based on estimates of needs made during 
hostilities and remains flexible to meet the needs as they are en- 
countered. For the first year of full-scale operation, probably two- 
thirds of the expenditure will be required for relief and sustaining 
commodity imports such as food, clothing, shelter, and fertilizer, and 
the remainder will be divided among needs such as public health, 
education, and general rehabilitation. The program provides for a 
start on rehabilitation in such fields as housing, public health, educa- 
tion, public-welfare facilities, agriculture, fishing, electric power, 
textiles, shipping, inland transportation, and communications. In 
these and other elds, plans and specific projects have been developed 
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by the Agent General and by his staff in Korea acting in cooperation 
with Korean officials. The program has been broken down into 
specific projects, thus giving it flexibility and making variable timing 
possible. Particular projects can be undertaken as early as conditions 
permit, and their inauguration need not await assumption of full 
operational responsibility by UNKRA. 


UNKRA’S IMMEDIATE PROGRAM PURSUANT TO THE AGREEMENT BETWEEN 
UNKRA AND THE UNIFIED COMMAND 


An agreement has been entered into between UNKRA and the 
unified command providing for assumption by UNKRA of full opera- 
tional responsibility for the relief and rehabilitation of Korea at a 
time 6 months after the cessation of hostilities, unless the military 
situation will not, at that time, permit such a transfer of responsibility. 
The agreement further provides for joint committees to work out pro- 
grams; and such committees are now functioning in Pusan, Tokyo, and 
Washington. The Washington Committee is composed of represent- 
atives of the Department of Defense, the Department of State, and 
UNKRA. Through this joint programing machinery, the Agent 
General may propose projects for operation either by the military 
authorities or directly by UNKRA during the present military phase, 
even in advance of the cessation of hostilities. It is hoped that a 
number of such projects which are being currently discussed with the 
United Nations Command can be carried out in the immediate future. 
Accordingly, the Advisory Committee to the Agent General, of which 
the United States is a member, has authorized the expenditure of 
some $8 million for this purpose. Projects considered and approved 
by the Advisory Committee for early execution, if concurred in by the 
United Nations.-Command, include the provision of fishing nets 
urgently needed for augmenting the food supply, the reestablishment 
of a merchant marine school, the importation of poultry and farm 
animals, a number of rehabilitation projects in the fields of education, 
vocational training and public health, the inauguration of specific 
engineering surveys, and the development of detailed blueprints for 
power, mining, and other industrial installations essential to the 
rehabilitation of the Korean economy. 

UNKRA ts seconding personnel to the United Nations Civil Assist- 
ance Command during the period while that command is responsible 
for Korean relief and rehabilitation. In this wav, UNKRA is able to 
give immediate help to Korea as well as to insure an efficient and 
swift change-over when UN KRA assumes full responsibility. UNKRA 
already has approximately 75 people in Korea assigned to the pro- 
vincial relief teams and otherwise working under direction of the 
e'vil-assistance command. This staff is engaged in the distribution 
of relief supplies, the prevention of epidemics, and related health and 
welfare activities, as well as in short-term economic rehabilitation. 
UNKRA has recently received request for an additional 63 such per- 
sons; and further substantial requests for such personnel are antici- 
pated. 

CONTRIBUTIONS BY ALL GOVERNMENTS TO UNKRA 


Twenty-six governments (including the United States) have pledged 
or contributed a total of approximately $206 million to UNKRA. Of 








this amount, approximately $18 million has been paid in cash and 
approximately $850,000 in value in kind has been delivered. 


ADDITIONAL GOVERNMENT CONTRIBUTIONS TO KOREAN RELIEF 


Twenty-eight governments have pledged or contributed $17.5 
million under the Secretary General’s emergency relief program for 
Korea. These contributions were instituted prior to the establish- 
ment of UNKRA. The United States did not contribute under this 
program because it Was providing for civilian relief in Korea through 
the unified command. 


INTERNATIONAL AGREEMENTS 


Mr. Hat. I recall particularly the very helpful and very penetrat- 
ing questions that you asked at our last hearings, and, therefore, I 
would prefer to make a few opening remarks and, with your per- 
mission, answer any questions from you. 

In a brief extension of the answer that Mr. Wood gave to your 
earlier question as to whether it has been determined that this organ- 
ization will exercise the responsibility for relief and rehabilitation in 
Korea, [ might say that since our hearing before you last year most 
satisfactory and effective written agreements have been consummated 
between UNKRA on the one hand, and the United Nations Command 
of the other hand. The long, detailed agreement is between UNKRA 
and the United Nations Command. 

In addition to that there is a supplemental agreement between the 
Unified Command and UNKRA. 

These two are to be considered together, and just for ease of under- 
standing, may IT say that the net result of the two agreements is that 
there is spelled out in all detail and complete harmony the day-to-day 
work of cooperation and just what shall take place. 

Summarizing it very briefly, under these agreements, there have 
already been started at Pusan and at Tokyo joint planning committees, 
between the United Nations Command and UNKRA; and in addition 
io that there have already been started, and there are functioning 
very satisfactorily, additional policy committees at Pusan, Tokyo, 
and in Washington. The Washington committee is the high-level 
committee for the integration and coordinatio# of the present program 
both as it exists today and also in the steps leading to the taking over 
by UNKRA as soon as the military circumstances permit. 

It is very gratifying to the Department of State, as a member of 
the Washington committee, to notice the very open-minded, coop- 
erative and intent attitude which the Department of Defense has 
brought to bear throughout in the planning for this transition from 
the military to UNKRA. 

Just one brief word, if | may, with respect to what we consider the 
point that will naturally occur to vou, as it did at the hearing last 
vear. May we review in a word or two the reason why we suggest 
that it is not only appropriate but necessary that the appropriation 
for the remaining balance of the United States tentative pledge be 
made at this time? It is a very natural question to occur to you 
when vou consider that certain conditions are in flux now —why must 
the appropriation be made now? That is the question to which we 
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have given the greatest thought and we suggest that the full answ:. 
to the question ts this: 

At the present time, as vou recall so well, the military, in this sens 
the United States Department of the Army, is supplying through it- 
pipeline a flow of goods and material to Korea for the immediat: 
emergency needs for direct civilian relief purposes. There is no way 
to avoid the disaster of a gap, a great empty space occurring in that 
pipeline, unless appropriation has “taken place and funds are availabl 
for disbursement to UNKRA very quickly when the responsibility fo: 
that pipeline is transferred from the military to UNKRA. 

There is a lead time involved on the part of UNKRA even longe: 
than on the part of the Army which in some instances has the ad- 
vantages of drawing upon reserve stocks more readily than can 
UNKRA. The lead time is estimated to average perhaps 6 months, 
or with some materials, 9 months, so the very moment that condi 
tions permit the transfer of responsibility UNKRA must look to thi 
pledging and contributing governments and expect them to be in a 
position to make good on their pledges and to make the cash availabl. 
to UNKRA. 

With respect also to its exact situation today, which we think is 
the second question that would arise in your minds, UNKRA is 
currently in the midst of undertaking actual relief and rehabilitation 
projects with the complete consent and cooperation of the United 
Nations Command. 

There are eight of these projects. They are coordinated with the 
United Nations Command through the joint programing committees 
to which i referred as being set up under these two agreements. 

For these projects the advisory committee to the Agent General 
of UNKRA, of which the United States is one of the five members, 
has authorized the current expenditure of $8,000,000, and UNKRA 
has funds on hand sufficient to meet those expenditures. 

To give you a bird's-eye view, the projects include the provision 
of fish nets which are urgently needed for augmenting the food supply ; 
the importation of poultry, which has already been completed, and 
farm animals, particularly small pigs; the reestablishment of a mer- 
chant marine school to train the Koreans so that they can operate 
coastwise vessels and move their rice crops and other products in 
order to get them to the point where the people have to have them to 
eat, and then a number of rehabilitation projects in the field of public 
health, education and vocational training, the latter being in the last 
stage of planning but not vet in implementation. 

Another method in which UNKRA is operating and expending 
quite large sums of money is this. It is recruiting personnel, paying 
their salaries and immediately detailing, or assigning them, to the 
United Nations Assistance Command, where they work as the mem- 
bers of the teams operated by that command. In this way UNKRA 
is able to give immediate help to Korea and be certain as well that 
it will have the properly trained personnel at the consummation of the 
transition of full responsibility to UNKRA. 

For example, UNKRA has approximately 75 people in Korea now 
assigned to civil assistance command teams, and is presently engaged 
in the fulfilling of a request for an additional 63 such persons; so, Mr. 
Chairman, in conclusion, may we just mention this high point as we 
see it: We do believe that the committee will be interested i in fulfilling 














713 


the United States’ tentative pledge by the necessary appropriation 
at this time because any later action might well result in such an 
inevitable gap in the pipeline tbat it could not be filled in the required 
time, and only providing relief and rehabilitation for the Korean 
people can we really accomplish the purpose for which this present 
military conflict exists; that is, the purpose of enabling the resistance 
to aggression to result successfully in the preservation of an independ- 
ent country. 
EXPENDITURES IN 1952 


Mr. Gary. How much have you spent in the fiscal year 1952? 

Mr. Haut. This is actual up to within 3 or 4 weeks and estimated 
for the balance of the fiscal year 1952. The figure is $4,366,200. 

\[r. Gary. Is that mostly for administration? 

Mr. Haru. I have a table that I would be glad to submit for the 
record. A short answer to your question is relief, and sustaining 
commodity relief imports, including the freight, is $750,000; housing, 
$225,000, and so forth; and a relatively minor part is for administra- 
tion. The administrative cost is shown as $789,200. 

Mr. Gary. During the vear? 

Mr. Hatt. It is based on the estimate of our fiscal year 1952. 


ARMY SUPPLY PIPELINE 


Mr. Gary. What are these pipeline items? 

Mr. Haur. Presently they are all United States Department of the 
Army, and I do not have the information on that. When the pipeline 
is filled by UNKRA it will be as indicated in general terms on page 131 
of the estimates, which vou have introduced into the record; and we 
also have a 48-page detailed breakdown of what goes into those items. 

Mr. Woop. Historically, as you know, it is a function of the Army 
to prevent disease and unrest in areas of combat, or the zones im- 
mediately behind them, just as it was in the last war, and the Army 
pipeline consists of relief supplies of that nature which are required 
to prevent disease and unrest which might interfere with the opera- 
tions of the Armed Forces there. 

I may point out, Mr. Gary, that the $66,000,000 about which you 
are talking, the Army pipeline, will, as you will note, be credited to the 
United States’ contribution to this total program and thus it is a part 
of the $162,500,000. 

Mr. Gary. Only so much of the Army pipeline, however, that has 
not been delivered at the time the peace is concluded? 

Mr. Woop. That is correct. The estimates are in view of the 
magnitude of the operation. There will be as much as that in the 
pipeline. 

Mr. Gary. You have a carry-over of $41,500,000, approximately. 

Mr. Woop. That is of unobligated funds of a prior appropriation. 

Mr. Gary. What period does this agreement cover? 

Mr. Hari. Are vou referring to the unified command UNKRA 
agreement? 

Mr. Gary. Yes. 

Mr. Hau. It is phrased this way: It uses the phrase, “cessation of 
hostilities.” It does not use the phrase, “armistice, or permanent 
agreement,’ and in applying that phrase it provides that up to the 
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cessation of: hostilities the military has the primary responsibility, 
but it provides that to the maximum extent of mutual agreement 
UNKRA shall implement projects during that time as well. 

Then, after the cessation of hostilities and an estimated period of 6 
months for UNKRA to come into a full operating scale, there will be 
transier to UNKRA of full responsibility for relief and rehabilitation. 
That includes the direct civilian relief that the Army is presently 
administering, plus the long-range rehabilitation which is always 
reserved for UNKRA, and which will be transferred to, and assumed 
and exercised by, UNKRA. 

Does that give vou the time element that you asked for? 


UNKRA OPERATING BUDGET 


Mr. Gary. I meant over what period of time is this $250,000,000 
supposed to cover? 

Mr. Hati. May I answer vou in two sentences instead of one? 

At the time the original $250,000,000 program was set up the mili- 
tary success on behalf of the United Nations in Korea indicated an 
early end of hostilities and therefore it was assumed to be approxi- 
mately a vear beginning within 30 days after that time. 

Since then the deferment of cessation of hostilities has caused, as 
vou have noticed, the expenditure of a relatively small proportion of 
that budget by UNKRA on its current program. It is still anticipated 
that the $250 million will cover approximately 1 vear’s full-scale 
operation when entered upon. 


OBLIGATION OF FUNDS 


Mir. CLevencer. How much of these funds bas been obligated 
outside those actually spent? Can vou furnish that for the record? 

Mr. Haun. Yes. The current financial report, which I have just 
received from UNKRA, covers only the period from the 31st of 
March 1952. We can get a report from the UNKRA headquarters 
and submit it to the committee and bring vou up to date on what 
additional has been obligated. 

Mr. Ctevencer. Will you insert that information in the record 
for the benefit of the other Members who do not hear these hearings? 

Mr. Hate. We will be glad to do that. 

Mr. CLrevencer. And what it has been spent for? 

Mr. Hatu. Yes, indeed. 

Mr. CLevencer. How many people are on the rolls? Tell us some- 
thing about the organization set-ups and the titles of the people. 

Mr. McGrarn. Do vou have the information here now? 

Mr. Crevencer. | want the organizational set-up of the group. 

Mr. Harz. I will submit that for the record. 

(The matter referred to follows:) 


ADDITIONAL FINANCIAL INFORMATION 


1. UNKRA was established on December 1, 1950. In fiseal vear 1951, dis- 
bursements by UNKRA were principally for program planning, Operational per- 
sonnel and establishment costs, and transportation of personnel to Korea, These 
disbursements totaled $196,S00. 

2. Expenditures by UNKRA for fiser! veor 1952 (actual disbursements shown 


except for the period of March 31 to June 30, which period is shown on the basis 
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of actual expenditures plus estimated expenditures for the latter part of 
period) are as follows: 


1. Relief and sustaining commodity imports : $750, 000 


2. Rehabilitation: 
Housing 225, 000 
Industry: 
Acriculture 5, 000 
Fisheries 353, 000 
Shipping and internal transportation 55, 000 
Mining 20, 000 
8. Education and welfare services: 
kducational equipment 520, 006 
Medical education and equipment 15, COO 
{, Operational personnel and establishment costs 1, O04, COO 
5. Administrative costs 789, 200 
6. Personnel for United Nations Civil Assistance Command (I 
CACK) 


$50, BOO 


Total 1. 366, 200 


3. Asof March 31, 1952, UNKRA had available the follow ing: 
ae 


S778 One 


Cash in bank or on hand 5 
15, SO7. 067 


Investments 
Total 16, 588, 594 

4, As of the same date, the Agency had expended $2,324,283 on its over-all 
operations which began in fiscal year 1951. Of the last amount, $75,106 are 
obligations not settled in cash. This last amount is included in a total of $403,948 
of accougts payable and other accrued liabilities as of March 31, 1952. 

5. The‘fourth quarter of fiscal vear 1952 was the period of largest expenditures 
and obligations for implementation of program projects. In excess « f 51,000,000 
was so expended or obligated during that quarter. Expenditures for each succeed 
ing quarter for program projects will increase progressively. (See par. 2 above 
for itemization of expenditures for fiscal vear 1952.) 


UNKRA PERSONNEL 

Korea/UNKRA headquarters: 
Deputy agent general sain 
Principal officer and director ‘ 
Professional ‘ | 
General service 


Total : ee 20 





Korea/UNCACK (persons employed and paid by UNKRA and assigned 
the United Nations Civil Assistance Command (UNCACK) for work 
provincial relief teams) : 

Principal officer and director 


Professional 85 
General service ‘ ? 
PANO tale ht Cea : : pared SN 
Grand total in Korea : , x iit 
Tokyo: 
Professional r : ae 5 
General service t) 
Total 8; nels babe 1] 
Geneva: 
Principal officer and director 
Professional a : > met 5 
General service____- _ s me : 
Total : : 3 
Grand SOtal In FoOkvO And Genevas.= ..<o25 5502520 benccwcnce ak 22 
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UNKRA PERSONNEL—Ccontinued 


New York UNKRA veemnageasseiiae in United Nations Building: 


Agent General __ —__ Le ne eR ee eo aka a a ae ep | 

Principal officer and SI See i ece oar 10 

lef | BL BART SRESLE Seeman et reste ierg ah Cie ed ee Rie Pe nt Alor a eee 27 

General service a ei, eer os $1 gia Enh i os CFLS Bees ee OLE ee 31 
‘ 

Total_ cine 69 


Washington office (responsible for work with United States procurement 
agencies and other agencies and departments of the U. S. Government, in- 
cluding particularly the 1 ge of Defense, State, Agriculture, C ‘om.- 
merce, and Treasury and the General Services Administration) : 


Principal officer and director._____________________. cee owe: l 
RNIN hh hee Deh tere Sat S Pete ott ie o 
SO ERR Oe ee Se ee Eee ne ee ae odes i 

PN etn eR eee ee SE eh ad bn ee 8 Sy ep ay 10 


SUMMARY OF CONTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS 


Mr. Cievencer. Uncle Sam has a lot of nephews and nieces signing 
promissory notes for him, and this is one of the things that we have to 
furnish information on to the other Members of the House. 1 i imagine 
not many of them know that there is $162,500,000 in this specific 
item. 

Could we have some information similar to that for all the funds in 
this bill that are contributions to international organizations? 

Mr. Woop. Yes, in title V particularly. 

Mr. Cievencer. So that it can be brought together in a compre- 
hensive way. J cannot answer all the questions that the Members 
will ask me about this unless I have the information. I need better 
information than that furnished by this justification. 

Mr. Woop. We will bring all those together into one table. 

Mr. CLevenGer. I can then tell the Members where it is and they 
can read it themselves. 

Mr. Woop. It consists of this item plus the Palestine refugee item. 


URGENCY OF PRESENT REQUEST 


Mr. CLievencer. What is so urgent about this other $45,000,000, 
inasmuch as it seems that the negotiations over there may run on el 
definitely? We seem to be no closer to an agreement than we were : 
year ago. With the surplus that you have, what is the urgency of 
appropriating the balance of this money right now? 

Mr. Woop. It takes quite a little while to build up the items in a 
pipeline. If, perchance—and I admit it does not look very hopeful 
at the moment, but one can never tell—we did negotiate a truce and 
hostility ceased, it would be quite necessary for UNKRA to be able 
to start right into items in the pipeline. 

Mr. CLevencer. Does not the Army pipeline have the items in it 
that you would need? 

Mr. Woop. The pipeline would have a considerable part of those. 

Mr. Cievencer. I remember after VJ-day in Europe of a certain 
pipeline that kept discharging ungodly quantities of material into 
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Russia long after the war was over because they told us that it was 
in the pipeline. I want a little more control by the Congress itself 
over these pipelines, and when somebody turns off the spigot, I 
would rather have it in the pipeline than in the hands of a potential 
enemy. We enriched the people and they immediately started 
thumbing their noses at us when we discharged millions of dollars 
worth of stuff that was in the pipelines. That was the excuse given 
the Congress for continuing to send it to Russia. J just do not wish 
to be sucker twice to the same source. 

Mr. Gary. The destruction in Korea has been terrific. 

Mr. Cuevencrer. And the construction was previous to the attack 
by the United States. We spent hundreds of millions in building 
Korea up before this attack. That was lost. 

Mr. Gary. Not all of it was lost. I think that some of the installa- 
tions are still usable, but there has been terrific destruction there. 
The situation is, in addition to your pipeline of $66,000,000, vou have 
a balance of $41,000,000. 

Mr. CLevenGeR. Unexpended. 

Mr. Gary. That is what I am talking about, a carry-over of 
$41,000,000. 

Mr. CLevenGer. You cannot spend it until conditions warrant 
your taking over from the Army, if that happy day ever arrives. 

Mr. Woop. At that point, vou would want to go pretty fast to 
take over from the Army. There is another element that should be 
borne in mind, which is the fact if hostilities were to cease the nature 
of this operation would change to a considerable extent. There would 
still be the necessity for the relief items that are put in by the Army 
now to prevent disease and unrest, but we would wish to get started 
so as to advance the time when more help could be exercised by the 
Koreans; advance the time for putting in some of the reconstruction 
items, and it takes some time to get those ordered, produced and 
shipped over there. 

Mr. Ctevencer. That would mean a warehousing proposition over 
there if you did that, which would expose the material to enemy 
action. 

Mr. Woop. That would be done only upon the cessation of hos- 
tilities. 

Mr. CLevencer. You could not build up a store of this material 
that would be safe so long as there is a state of war. 

Mr. Woop. That would not be the plan. 


EXISTING ORGANIZATION A SKELETON FORCE 


Mr. Gary. The organization is not functioning now. 

Mr. Woop. Except in skeleton form. 

Mr. CLevencer. That is why I think they can wait for part. of 
this money. I would like to see the size of this standby organization 
and how much that is costing. I think that the members of Congress 
are going to be curious to know about this. They are already asking 
questions that I cannot answer until we get through with this. 

Mr. Hay. It is not what we ordinarily think of as a stand-by 
organization. In the last 3 months or so it has actually expended or 
obligated i in program items some $6,000,000 or so. 





Mr. CLevencer. That will be the information that I am referring 
to, the justification for your overhead and vour organizational spend- 
ing. The Members of the Congress are entitled to have it. 

Mr. Haw. By all means. 

Mr. Crevencer. They have to vote this. 


SPEED IN REPLACING ARMY 


Mr. McGrata. Mr. Wood, vou said that we want to take over 
fast. [want to say to you | think that is going to be a great error 
We did that in the Pacific; we took over fast and turned away from 
the military to the civilians in the trust territory. Chaos followed. 
We did it at Guam. I do not think our policy should be to take over 
fast but prudently and slowly. 

The Army has done a marvelous job. The Army and the Navy, in 
my opinion, are better qualified to handle the situation than having a 
group of untrained civilians taking over and going in quickly. Speed 
has been the error in the Pacific. It should not be the error here. | 
do not agree with you that we should take over fast. 

I can appreciate an agency wanting to move in, but I think the way 
General Van Fleet has built up the economic life behind the lines is 
sound. 

HOUSING PROGRAM 


You mentioned something about housing. How much are you 
setting aside for housing? 

Mr. Woop. I should have perhaps said prudently and expeditiously. 

Mr. Hauyi. The long-range program which necessarily would extend 
over a matter of some years——— 

Mr. McGratru. How many years? 

Mr. Hany. One cannot say the rate at which it can be consummated. 

Mr. McGratru. How many units do you have as your objective? 

Mr. Hautu. A target of 100,000 houses. 

Mr. McGratu. What type? 

Mr. Hauyu. Primarily either the minimum lumber type or the native 
Korean type of what you and I would think of as clay and straw or 
thatch. 

UNIT COST 


Mr. McGratu. What cost per umt do you put for your Korean 
native type of house? 

Mr. Hazy. The preliminary estimate is based upon experience in 
some houses that have been built where lumber was used. It was 
$100 a house, and for the native type it would be substantially less. 
I do not have the latter figure. 

Mr. McGraru. If you do not have the figure for the cost of your 
100,000 units, how can you come up with any definite figure Tor 
housing? 

Mr. Hani. It was done this way: These are net definite figures. 
These are general tentative planning budget figures to be adjusted to 
the conditions that exist when UNKRA moves in for full-scale opera- 
tions. That is why they are considered flexible 

Mr. McGrarn. If you have the tentative planned housing, is vour 
unit of 100,000 tentative, too? 
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Mr. Hauu. Correct. Neither you nor I could tell how many 
houses would exist at that moment. 

Mr. McGratu. Yes, I thnik we can. I think that I have seen 
them being built there at a cost of about $95 a unit. 

Mr. Haut. My thought was, sir, we cannot tell the degree of re- 
construction that will take place before UNKRA moves in to full- 
scale operation, or the degree of additional destruction that might take 
place. 

Mr. McGraru. Upon that statement you have just made I do not 
see there is any sense of appropriating money at this time for this 
program. Everything that you have given us us nebulous, hypo- 
thetical, and based upon what might happen, is that not so? 

Mr. Hau. It is so only in that we are not in a position to control 
the military conflict. 


STAFFING OF ORGANIZATION 


Mr. McGratu. Mr. Clevenger asked you about your organizational 
set-up. Can you tell us how many members vou have in the tentative 
stand-by skeletonized organization? 

Mr. Hau. It is not a tentative stand-by skeletonized organization; 

is currently operating on a rather large scale. 

Mr. McGraru. What does it accomplish? Is it there on the field? 

Mr. Haun. It is divided between the major number in Korea 

Mr. McGraru. How many do you have in Korea? 

Mr. Hau. I would have to check my files. 

Mr. McGratu. How many people from the State Department are 
working on the economic level in Korea? 

Mr. Haui. I am working on the United Nations Korean recon- 
struction matters. The Bureau of Far Eastern Affairs has a part- 
time officer; that is, part of his time is engaged in economic affairs. 

Mr. McGrarn. The State Department sent over a group of eco- 
nomic specialists in December of last year, did they not? 

Mr. Hauy. Lam sorry, but | am not informed on that point. 

Mr. McGrarnu. Do you not think that men in the State Depart- 
ment in Korea now would have information that would be of value 
to you? 

Mr. Hauy. We are in almost daily consultation and in exchange 
of communications with the economic member of the staff at Pusan. 
| thought that vou were referring to some other group. 


NECESSITY FOR PRESENT REQUEST 


Mr. MeGratu. When do you believe your organization can take 
over, Whether they take over fast or prudently? 

Mr. Hau. Is “when” your question? 

Mr. McGratu. Yes. 

Mr. Hawi. Under the agreement, which 1 think will be fulfilled 
completely because of the desire of the military that it be so fulfilled, 
within 6 months after the cessation of hostilities. 

Mr. McGratu. Then, with the money that you now have available 
can you give us any cogent reason why this $45,000,000 should be 
appropriated? 


Mr. Hauu. Yes. 


20806—52-——-46 





Mr. McGrarn. What is it? 

Mr. Hau. In order that it might be disbursed to UNKRA imme- 
diately upon the cessation of hostilities and that 6 months may be 
available for making the purchases and in enabling UNKRA to step 
into the shoes formerly occupied by the military. 

Mr. McGraru. Do you advocate then that‘immediately upon the 
cessation of hostilities the Army move out? 

Mr. Hany. No, sir. I am afraid that we did not make that clear. 
It would take 6 months for UNKRA to make its purchases and get 
into position to take over from the Army. 

Mr. MeGrartn. And is it not your judgment that the Army should 
stay there even after cessation of hostilities for a longer period of time, 
possibly a vear—6 months to a year? 

Mr. Hau. In that connection, sir. I yield entirely to the judgment 
of the Army who state to us unequivocally that they feel they should 
get out of relief just as quickly as possible as it is not normally a 
military function. 

Mr. MeGratu. You have now available how much money unex- 
pended or unobligated? 

Mer. Haru. As of the 31st of March, 1952, $15,807,067. 

Were you asking what UNKRA has on hand? 

Mr. McGrartnu. Yes. 

Mr. Hau. That is richt. 

Mr. MeGratu, That is unobligated? 

Mr. Hani. That is the cash available as of March 31, 1952. I have 
not vet received a report as to what amount of that is obligated. 

Mr. McGraru. That is all. 

Mr. Gary. In other words, if hositilities were to cease Immediately 
it would be 6 months before vou take over. Half of the fiscal vear 
then would be gone. You will have $41,000,000 to operate on for the 
other half of the fiscal year? 

Mr. Woop. Mr. Gary, I do not believe that is correct unless the 
committee extends the authority to use that $41,000,000 which has 
been appropriated but will not have been obligated, as I understand 
it, as of the end of the fiscal vear. It would lapse unless the committee 
authorized it to be used. 

Mr. Gary. You asked for language to carry that over? 

Mr. Woop. That is right. 

Mr. Harti. Thank you, Mr. Chairman. 


Basic Marertats DeveLorpMENT 


Mr. Gary. There is an item appearing on page 121 entitled ‘Basic 
Materials Development” of $11,578,300. What is that item? 

Mr. Woop, That was covered briefly in a previous hearing when a 
similar item of $19,000,000, which appears in title I request, was 
discussed. That is the item which it is expected will be used for the 
development of basic materials as explained in the previous hearing, 
materials in short supply, and which are needed by our allies in various 
parts of the world. It was thought of the total amount slightly over 
$30,000,000, $19,000,000 would be used in the title I area and 
$11,578,000 in the title IIT area. 
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I submitted for the perusal of the committee, if you will recall, a 
list of projects from amongst which the most promising were chosen. 

Mr. Gary. Part of them were in title I? 

Mr. Woop. Yes; you will remember that you and Mr. Wiggles- 
worth looked that list over rather carefully at the time. It is the 
same thing on which the basic justification was presented in connec- 
tion with the title I request where this item first appeared. 

Mr. Gary. I believe you said vou preferred not to give a break- 
down of the item at that time. 

Mr. Woop. You will recall that [ said I had the breakdown, but 
it was not desirable to put it into the record in the light of the fact 
that some of these were still under negotiation. 

Mr. Gary. This is a part of that general program? 

Mr. Woop. That is correct. It is split up this way to indicate we 
think this amount will be used in the title ITT area and the $19,000,000 
in the title I area. 


LATIN-AMERICAN RepusLics—TitLe IV 


Mr. Gary. We will now pass to title IV, which covers the Latin 
American Republics. 

In this connection we will insert at this point in the record the table 
appearing on page 135 of the justifications. 

(The matter referred to follows:) 


MiInItTaRY ASSISTANCE AND TECHNICAL COOPERATION 


Circe 1V.—American Republics, comparative summary of obligations, by functions 
and activities 


. Estimate Estimate 
: : set Actual, fiscal .- oe %e ewe 
Functions and activity A a 1951 fiscal year fiscal year 
wai 1952 1953 


Military assistance: 


RTS ieee . Dn GE AE RS Cy a $24, 601, 674 $67, 175, 748 
£1 RST AD ES a a So eee ee 5 ace 2, 000, 000 | 2, 058, 328 
Total direct obligations (military) 26, 601, 674 69, 234, 076 
Deduct carry-over from 1952_ . 11, 548, 326 
57, 685, 750 


Appropriation request (military) 


echnical cooperation: 
Bilateral technical cooperation 
Deduct carry-over from 1952- __- 
Appropriation request -_---- 


Recapitulation of all functions and activities: 
‘Total obligations ‘ a rack 
Deduct carry-over from 1952-.__- 

Total appropriation request-.-- 


$9, 371, 590 19, 860, 877 


9, 371, 590 46, 462, 551 


20, 329, DOO 


20, 329, 000 


89, 563, 076 
— 11, 548, 326 


78, 014, 750 


NotTE.—Obligations have been adjusted by function and title to conform with the appropriations strue- 


ture proposed for 1953. 


Mr. Gary. From this table it appears that the total appropria- 
tion request for title IV is $78,014,750, of which $57,685,750 is for 
military aid and $20,329,000 for economic cooperation. 





Minirary Asststance-—Tirte LV 

We will now proceed with the military-assistance program and 
in that connection we will insert pages 137, 138, and 139 of the justifi- 
cations in the record at this point. 

(The matter referred to follows:) 
{EPUBLICS 


Mirirvary AsstistaNcE—TiIrLe IV, AMERICAN 


Comparative summary of obligations, by activity 


Activity 


Matériel 
Training 


Total... 


GENERAL NARRATIVE 


Actual, 
fiscal year 
1951 


STATEMENT 


Estimate, 
fiscal year 
1952 


$24, 601, 674 | 
2, 000, 000 


2%, 601, 674 | 


Estimate, 

fiscal year 
1953 

$67, 175, 748 
2, 058, 328 


69, 234, O76 


The programs submitted for the American Republics are illustrative in nature. 
They provide major items of equipment, ammunition, spare parts for equipment 
programed and for equipment on hand, as well as training in the United States 


and recipient countries. 


United States survey teams are currently negotiating with the various countries 
to ascertain firm requirements for the defense missions tentatively allocated by 


the Joint Chiefs of Staff. 


Matériel 


Major category 


Aircraft, spare parts, aero equipment and supplies 
Vesse Is 

Vessel equipment 

Electronics and other signal equipment 

Ordnance equipment and supplies 

Engineering equipment and supplies 
Quartermaster equipment and supplies 

Medical equipment and supplies 

Chemical equipment and supplies 

Adjutant General supplies 


Subtotal (matériel 
Repair and rehabilitation of United States excess 
Total, matériel, repair and rehabilitation 
States excess 


Accessorial costs 


Grand total, title 1V 


Acquisition cost of excess items (not included in 


estimate) 


Matériel, by services 
Army 
Navy 
Air Force 


Total 


Actual, 
fiscal vear 
1951 


Obligations 


Estimate, 
fiscal year 


1952 


38, G00, 000 


8, 454, 251 
1, 641, 669 
10, 159, 754 
189, S08 

6, 192 


23, 451, 674 
1, 150, 000 


24, 601, 674 + 


52, 612, 000 


9, 840, 000 
5, 991, 674 
8, 770, 000 


24, 601, 674 


Comparative summary of obligations, by major category 


Estimate, 
fiscal year 
1953 


, 720, 351 
3, 64/7, O11 
. 689, 142 


. 126, 421 
814, 631 





Training—Comparative summary of obligations by category 


Number of spaces Cost to United States 
General category oe ere ae ! 
reneral category Actual, Estimate, Estimate, Actual, Estimate, Estimate, 
fiscal vear fiscal year fiscal year fiscal year fiscal year fiscal year 
1951 1952 1953 1951 1952 1953 
1. Formal training, ZI 
2. Formal training, overseas 
3. Mobile training teams 20 79 $50, 420 $334, SOS 
4. Technical assistance 39 153, 520 


. Training aids! 1,049, 580-1, 270, 000 
Miscellaneous fund _ - 
Interpreters 


HIS or 


Training expenses of mission (T) 
Total Hw”) IS 2.000, 000 2, O58, 328 
Recapitulation by servic 
Army nO 500. 000 
Navy 20 5) 2,000, 000 — 1, 358, 328 
Air Forces 35 200, 000 
Total. ... 20 11S 2. 000, 000 2. O58, 328 
Air Force and Army training aids reflected in matériel program. 


GENERAL STATEMENT 


General Outmsrep. You have before you a photostatic sheet show- 
ing the breakdown of the funds requested for title IV by services, 
and the major items that it is intended will be procured with the 
funds. 

Last vear was the first vear of the military assistance program 
for the Latin-American Republics. The amount appropriated last 
vear was $38.15 million divided as follows: $19.84 million for the 
Army; $9.54 million for the Navy, and $8.77 million for the Air 
Force. 

Since the inclusion of Latin America in the military-aid program 
we have had teams visiting the specified countries discussing the 
specific details, such as the establishment of the military assistance 
advisory groups; following up the discussion of the bilateral agree- 
ment, and the military agreements. 

(Discussion off the record.) 

Latin America contains about half of the population of the hemi- 
sphere and about half of the resources. It really is not very prudent 
planning on our part to plan indefinitely that we do all, or substan- 
tially all, of the defense job. In the initiation of this program, it is 
our hope that this will begin, or will be the beginning of, the develop- 
ment of effective military forces, initially on a small scale and ulti- 
mately on a much larger seale, to the end in due time they will be 
able to carry more nearly their full share of the burden of hemispheric 
defense. 

I know it is sometimes said their military potential is not very 
great, but the fact is the Brazilian division that we had in Italy during 
the last war did very well, and the Columbian battalion we have had 
in Korea has done extremely well. There is an awakening interest 
in the capabilities on the part of these people to become able to, first, 
protect themselves, and second, contribute. 

Mr. Gary. What sort of forces do they have down there? 
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General Otmstep. I can give vou off the reeord exactly what th, 

list envisages in this partic ular plan. 
(Discussion off the record.) 

ena Oumstep. It is not a program, I might say in conclusion. 
that we expect to see consummated rapidly. It is one that we wil! 
get the best results from if we go at it slowly and over a longer period 
of time. 

The training of the Latin American military is largely accomplished 
by training missions of the United States services that have been 
established there for some vears at the expense of the host government 
They are paying for the cost of those training missions. 

I have a list of them, if it would be of interest to the committee 
We have an Army and Navy mission in Argentina; an Army and Ai 
Force training mission in Bolivia; an Army, Navy, and Air Force mis- 
sion in Brazil; a Navy and Air Force mission in Chile; an Army, Navy, 
and Air Force mission in Colombia; an Army, Navy, and Air Fore: 
mission in Cuba; an Army, Navy, and Air Force mission in Ecuador: 
an Air Force mission in Mexico; an Army, Navy, and Air Force mis- 
sion in Peru; an Army, Navy, and Air Force mission in Venezuela. 

In addition to having our trained missions there, we make it possible 
for them to send their selected officer personnel in small groups up 
here to our more advanced schools. We feel this exchange of training 
facilities is not only of great long-range benefit to their capacity to 
defend themselves, but, off the reeord— 

(Discussion off the record.) 


AIR FORCK PROGRAM 


Colonel Kiem. The military objectives of both our fiscal year 
1952 and 1953 programs for the Air Force for Latin America were to 
provide the deficiencies in equipment and training of Latin-American 
air force units that were capable of handling tasks which are vital to 
the security of the Western Hemisphere, and which, if they could not 
be discharged by Latin America air forces, would require the deploy- 
ment of United States air units. 

The fiscal year 1952 military assistance funds were utilized only to 
provide only limited support for the existing units, including aircraft, 
spare parts, maintenance equipment, and a limited number of re- 
habilitated conventional aircraft. 

The 1953 material program will be adequate only to provide 
continued limited support for the existing units in the Latin-American 
countries. The funds will be used to provide aircraft spare parts, 
maintenance of equipment, and rehabilitation of a limited number of 
conventional aircraft. 

Both the 1952 and 1953 training programs in the Latin-American 
countries will be limited to providing technical assistance and main- 
tenance and operation of United States aircraft equipment. 

It is anticipated this will be accomplished through temporary duty 
training teams, and technical representatives. 

The Air Force has programs for seven separate countries in Latin 
America. Except for the amount of funds for each program, each 
one of the 1953 Air Force programs with Latin-American countries 
involve only one line item, as you may have noted. 

I would like to pass these out to the members of the committee now. 





725 


NAVY PROGRAM 


Commander Danrorro. Mr. Chairman and members of the sub- 
committee, the Navy program, similar to the Air Force program, 
concerns itself primarily with supplying that training requirement 
necessary to bring their forces into an effective group, and also to 
provide spare parts and equipment to keep the units they have 
already on hand in good condition. ; 

The navies of the Latin-American Republics will provide patrol 
services, antisubmarine escorts, and that type of job, with a possibility 
of escorts of some heavier ships they already have as a guard against 
possible raiders such as we experienced during the last war. 

I would like to pass out these programs. 


ARMY PROGRAM 


Colonel Cornerr. Mr. Chairman and gentlemen, I have here a 
materials program, if the committee wishes to see these separate 
programs, for the countries in Latin America. 

(Discussion off the record: ) 


PACKING, HANDLING, CRATING, AND TRANSPORTATION 


Mr. Gary. All right, sir; that completes the military program, I 
think, with the exception of the two items of matériel and training. 

The funds requested by the military for packing, handling, crating, 
and transportation amount to $700 million. 

Can you give us some information on that item? 

General Oumstrep. Mr. Chairman, with your permission, IT would 
like to ask Mr. O’Hara of our Comptroller’s Office to take packing, 
handling, crating, and transportation. 

Mr. Gary. All right, sir. 

Mr. O'Hara. Mr. Chairman, and members of the subcommittee, 
the packing, handling, crating, and transportation estimate is some- 
what different from the other estimates here in that it does not involve 
long-lead time. 

The testimony has pointed out that most of the equipment items 
that we have in here are planned for delivery in vears after the fiscal 
vear 1953. 

In the case of packing, handling, crating, and transportation, the 
estimate is based upon the deliveries which will be accomplished within 
the fiscal year 1953. Most of the money not only will be obligated, 
in fact, in the fiscal year 1953, but be spent—the checks issued—in 
that year. 

BASIS FOR ESTIMATE 


The basis for the estimate is a percentage of the value of the maté- 
riel shipped, which is drawn from on an experience factor developed 
out of these programs and out of the military departments’ own ship- 
ment to their overseas forces. 

In some instances the items which are to be delivered to our allies 
are not, in fact, delivered through a normal transportation channel. 

Fly-away aircraft are one example. 
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Those are actually flown from either a depot or manufacturing plant 
in the United States to the country where they are destined to be used, 
Charges for packing, handling, crating, and transportation for them 
are based upon the experience factor in the delivery of such types of 
aircraft, which include the cost of actually feeding, housing, and 
turning the flying crew to the United States after delivery has been 
completed. 

The same is the case with ships which are sailed to their destination 
for transfer to a foreign government. 

In our other cases, however, packing, handling, crating, and trans- 
portation are based upon the value of the delivered goods computed 
on a percentage of cost which has these elements: first in the supply 
operations of the depot or manufacturing plant; second, the actual 
cost of delivering the material from the plant or depot to the wharves, 
or it may also include contract costs for packaging purchased matérie! 
for overseas shipment. That is sometimes quite an expensive opera- 
tion because of the possibility of water damage in sea transportation 
of delicate equipme nt. 

In addition to these costs there is, third, the average cost of sea 
transportation, for which charges are made on the exact cost rather 
than the estimated average cost of overseas shipment used here. This 
average considers that a portion; and up to now a relatively small 
portion will be carried in vessels of other nationalities which does not 
involve a charge to us. That proportion has been running about 25 
percent, 


SHIPMENT BY VESSELS UNDER UNITED STATES FLAG 


Mr. MeGraru. What percentage is being shipped in American 
merchant ships? 

Mr. O'Hara. At least 50 percent of it is required by law to be 
shipped in American merchant vessels. In addition, all of the am- 
munition shipments from this country must be shipped on Army 
transports or other vessels that are able to handle ammunition 
shipments. 

Some of the vessels that carry this material are under Army bare- 
boat charter. Most of the vessels, however, are regular commercially 
operated vessels. 

Mr. MeGratru. That is, vessels under the American flag? 

Mr. O'Hare. Yes, sir. 

Mr. MeGrara. You said that the basic legislation provides for 50 
percent of that cargo being carried in merchant ships under the 
American flag. Can you give us, percentagewise, just roughly the 
amount which is shippe «tin American merchant ships? 

Mr. O'Hara. The American-flag shipments ran in excess of 75 
percent recently. 

General OtMstep. The exact figure was 74 percent as of the end of 
last month. I noticed that at lunch. 

Mr. O'Hara. Tt was running about SO percent, which included 
74 percent in United States-flag commercial vessels, the balance 
United States military vessels. 

Mr. Gary. But the law requires a minimum of 50 pere ent? 

Mr. O'Hara. Yes, sir; a minimum of 50 percent of grant-aid ship- 
ments to be shipped under the American flag. 





SHIPMENT UNDER UNITED STATES FLAG REQUIRED BY LAW 


Mr. Gary. And that provision is in the new bill; is it? 

Mr. O’Hara. Yes, sir; that is right. 

Mr. McGratu. That is in the new act also; is it not? 

Mr. O’Hara. It is a provision of the Mutual Defense Assistance 
Act. 

Mr. McGraru. Was there something in the report not favoring 
that? 

Mr. Woop. Yes, there was a change in the law which permitted 
us not to regard those items which were to be paid for by the other 
countries as being required to go into that 50 pereent. There was some 
doubt about it before, and the new law makes it clear. 

Mr. Gary. That the 50 percent applies to the items that we supply 
them? 

Mr. O'Hara. Yes; could we supply the figures on that? 

Mr. Gary. Yes. 

Mr. O'Hara. I was referring particularly to grant aid, and this 
amendment is for the reimbursable assistance only. 

Mr. MeGraru. I did not hear vou. 

Mr. O’Hara. I say this amendment is for reimbursable assistance, 
which these countries themselves pay for, matériel they buy from us 
and pay for. Ocean shipments of grant-aid matériel totaled 2,559,654 
tons through March 31, of which 74 percent was shipped in United 
States commercial flag vessels. 

Mr. Gary. You do not handle Army matériel, then, like they do 
baby chicks under the defense-support program? 

Mr. O'Hara. We pay for the transportation charges separately on 
only those things we provide as grants.. 


REPORTING OF TRANSPORTATION COSTS 


Mr. Gary. You carry in vour accounts the transportation charges 
separately, whereas in the case of defense support they include them 
as part of the cost of the goods, and show the cost of the goods deliv- 
ered in the other countries. 

Mr. Woop. We do compute the cost of transportation separately. 
We may in some reports show it added in. The baby chicks were not 
under defense support, but economic technical assistance. 

Mr. Gary. Yes, economic technical assistance. [ mention that 
because I think it is important. There is a statement in the record 
showing that we are furnishing baby chicks at the cost of $1.25 apiece. 
If some of the farmers out in the country hear that, vou are going to 
hear a howl all over this country, because they know they do not cost 
that much. They will be accusing the Technical Cooperation Admin- 
istration of paying $1.25 apiece for them. 

Mr. Woop. That is a very good point. 

Mr. Gary. Whereas a large part of that cost is the carrying charges, 
and since vou have it separate here I want to point out the fact that 
there is a distinction between these items and the items under the 
technical-assistance program where they had the charges included. 

Mr. O'Hara. It isa very substantial cost in the far-eastern countries. 
The percentage runs up in some countries a higher 20 percent of the 
value of the military equipment delivered. 





Mr. McGraru. Referring to what Mr. Gary said, the Members on 
the floor, IT think, are very vitally concerned about things bein 
shipped under our flag. I think. Mr. Harriman is to be complimente 
in keeping that percentage up so high, because in passing this program 
there will be many questions asked on that. 

Mr. Woop. Mr. Chairman, could I just point out to you that while 
the reports of the Technical Cooperation Administration, and those 
of the Mutual Security Agency, as presented in this book, have not, 
in fact, segregated out in these reports the item of transportation, al! 
of them do, of course, keep their books on a basis of identifying the 
costs of transportation as they go along, and those can be broken down? 

Mr. Gary. I just wanted to show for the record that they are 
separately handled here, because somebody might raise that question 
on the floor, and I think it ought to be cleared up without any question. 


GROSS PACKING AND HANDLING CHARGES 


Have you made an estimate of what the total packing and handling 
charges would be for the goods that have been authorized thus far? 

Mr. O'Hara. I do not have one here before me, but I could com- 
pute it, [ think in relatively quick order. 

Mr. Gary. Suppose you put that figure in the record. 

Mr. O'Hara. Yes, sir, 1 can. It would be somewhere in thy 
neighborhood of $1,250,000,000, sir. 

Nore.—The current estimate to completion of fiscal year 1953 programs i: 
a gross total of $1,227 billion. 

Mr. Gary. Does that include this year’s appropriation? 

Mr. O'Hara. It would include this year’s proposed appropriation 
and the expenses of delivering matériel in the 1953 program. 

Mr. Gary. All of it that has gone before? 

Mr.O’Hara. That is right, sir. 

Mr. Gary. Are there any other questions? 


Minuirary TRAINING 


Now, then, turning to the item of $170 million for military training, 
we touched upon that at times in the country programs. I wonde: 
if you could give us a general statement on that. 

General OtmstEp. May Mr. O’Hara do that too, please? 

Mr. O’Hara. The training programs that are in this budget esti- 
mate for the 1953 new undertakings amount to a total of $170 million, 
and in addition, the budget estimates cover an amount of $3,024,961, 
which is the estimated unobligated balance from the 1952 programs 
which aggregate $68 million. 

These programs have been touched upon, in the most important 
countries, in testimony here both on and off the record as to their 
nature and their extent, principally, I think, in connection with the 
programs for France and in connection with the European Defense 
Force programs. 

TOTAL SPACES 


The total spaces provided under these programs are 23,711 spaces 
in title I, the Western European area; 2,164 spaces in title II, the 
Middle East, Greece, Turkey, and Iran programs, and 2,785 spaces 
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for the title I1I countries, and 118 spaces for the Latin-American 
countries, 
AIR TRAINING 


The biggest sum involved in this is for air training, the training of 
air pilots, air navigators, air crewmen, and also in transition training 
in the operation of new types of aircraft. 

There is a large number of pilots to be trained under these pro- 
crams, but in addition to that the cost per pilot is high because the 
training involves the operation of aircraft for quite a few hours, and 
the operational-training aircraft have a high operational cost per hour. 

The biggest factor of cost in all these programs, aside from the use 
of equipment, and the attrition of equipment, and the using up of fuel, 
spares, and so forth, is the cost of maintenance of the foreign national 
who comes to United States schools. The bulk of the training spaces 
are in United States schools, within the zone of the interior. 

Mr. Gary. Can vou give us an average on those training costs? 

Mr. O'Hara. The average in the United States is a cost of $5 a 
dav per student. 

The courses run all the way from 45 to 60 days for technicians up 
to the courses for certain types of pilots, and the traiming of tactical 
naval pilots, which run as long as 18 months. 

In other words, the figure on that would be in the neighborhood of 
2,500 in maintenance, plus the cost of transportation within the 
nited States, or around $3,000 per pilot who enters the course. 

Mr. Gary. Is it the same for the Navy and the Air Force? 

Mr. O'Hara. The Air Force course is around 15 months; is 1t not, 
Colonel Klem? 

Colonel Kiem. For the complete course; ves. 

Mr. O'Hara. Some of these courses are transition courses. In 
other words, thev have a pilot already, but he has not been trained 
in the operation of jets or in the operation of certain American types 
of aireraft, and there is a course of traming required in order to 
familiarize himself with that aircraft or different types of instruments. 

Mr. Gary. How long does that take? 

Mr. O'Hara. It would vary depending upon the complexity of the 
aircraft and the background or training that the pilot has already had. 

General OLmMstep. May I add one further thing for the record that 
| think would be of interest to vou. 


[ 


NUMBER OF TRAINEES 


As of the end of March this vear there were approximately 16,000 
trainees who had completed their courses, and just under 4,000 were in 
the process of being trained. We have a breakdown of that by country 
and by service if it is desired. 

The main advantage, as we see it, in emphasizing the training 
program, is that we are training trainers. 

Mr. Gary. But this does not only apply to air? 

General Otmstrep. No. 

Mr. Gary. It applies to the Army and Navy? 

General Outmstep. To all three services, that is right, and we are 
training the tvpe of personnel who can go back to their home service 
and become instructors. 
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Mr. Gary. Does this relate solely to the training program in this 
country? 

Mr. O'Hara. No, sir; it is both in this country and abroad. 

Mr. Gary. It includes those you bring to this country for training 
purposes, and it also includes the cost of men that vou send to the 
other countries for training purposes? ’ 

Mr. O'Hara. Could I explain that, Mr. Gary? 

Mr. Gary. Yes. 

Mr. O'Hara. We have some schools located in the United States 
military organizations which are stationed overseas, particularly in 
Germanyv—schools for our own troops over there—and we bring 
people to them from some of these other countries. We can bring » 
limited number of allied personnel into those schools of ours which «ai 
located overseas. We do not in any instance that I am familia: 
with—and I have examined into most of these programs in detail 
have a case of taking a student and bringing him into a school main 
tained by another country and paying for his cost of training. Only 
in United States operated schools do we train them. 


SCOPE OF PROGRAM 


Mr. Gary. Does this training program apply only to the schools” 

Mr. O'Hara. No, sir, but that is where the bulk of the funds go. 

There is also the cost here of training teams, teams of American 
technicians and American instructors which are sent to places within 
these countries where the country provides a facility in which training 
ean be conducted. 

Mr. Gary. We have Army officers training Nationalist Chinese 


in Formosa. Do those costs come under this program? 

Mr. O'Hara. The cost of our training missions in four countries 
come under this program—Greece, Turkey, Thailand, and the Na- 
tional Republic of China on Formosa. Those are the only countries 
in which we hrve United States personnel assigned over a long term 
to do actual on-site training with troop units, under this act. In all 
countries the administrative MAAG is assisting in developing the 
school and training programs for the country. 

Mr. Gary. Are there any questions? 

Mr. Woop. Mr. Chairman, I would like to point out in this con- 
nection that this training program is important not only from the 
standpoint of the military aspect of it but, when vou consider the 
costliness of the equipment we are supplying, it makes sense to have 
people in the program who know how to use that equipment in such 
a Way as to use it to advantage and be sure it is not misused and, there- 
fore, loses its value. 

Mr. Gary. I think the training program is very,very essential. | 
just wanted to get some idea on the record of what it is. I do not 
think that there is any question about the need for it. 

The Chinese are very appreciative of what our training units are 
doing in Formosa. They talked to me about it and said they are 
getting good results. 

I] believe that concludes the military. 

Mr. Woop. That concludes the military. 1 think we might excuse 
our very able military group. 

Mr. Gary. General, on behalf of the committee I want to thank 
you and your staff for the very able and complete presentation of the 
military program. 
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General OtMstep. Well, sir, it has been a great pleasure. I have 
been very happy to be before vou, sir. 

Mr. Cievencer. | hope that it will all work out so that it will be- 
come obsolete before you have to use it. 

General OutMstrep. You cannot hope that more than we, sir. 


Tugspay, JUNE 17, 1952. 
TECHNICAL CoopERATION—TitLe ITV 


Mr. Gary. In order to complete the technical cooperation program 
we will consider at this time the technical cooperation program in 
title IV, and so that the record may be kept on a title basis we will 
hear this at the present time, and then place the testimony in the 
appropriate place in the record under title LV. 

In this connection we shall insert in the record at this point the 
table at the top of page 145, from which it appears that the request 
for the fiscal year 1953 is $20,329,000, as compared with $19,860,877 
for 1952. 


(The matter referred to follows: ) 


TECHNICAL COOPERATION—TirLé ITV, AMERICAN REPUBLICS 





Com parative summary of obligations by activities 
Est Esti te 
‘tual, fiseal : 4 
Act . Actual, isca fi Gare we 
year 1951 . 19 
i 
1. Bilateral technical cooperation $9, 371, 590 $19, 860, 877 $20, 324, 000 


Mr. Gary. We shall also insert at this point in the record pages 
147, 148, 149, 150, and 151. 
(The matter referred to follows:) 


TECHNICAL CoopERATION—TiITr_LE IV, AMERICAN REPUBLICS 


j 


Comparative summary of obligations by country 


{In thousands of dolars] 





Actua } nit i ‘ 
Country Ly ve i i 
: 145 452 14 
Bolivia 02.8 1.4 ] ' 
Brazil 1,319.3 2, 740 S52 
Chile 133.3 1, 321 1,14 
Colombia 208. 7 7S1 3 
Costa Rica 524.8 4 1, OST 
Cuba 67.6 1s2 7 
Dominican Republic : 287 if 
Feuador 1, 407 1, 27 
El Salvador AST 7 
Guatemala 229 
Haiti 797 720 
Honduras | 712 TU4 
Mexico 106.9 RG] O46 
caragua 221.4 bo 4 
Panama $51.2 Oo4 
t guay 678.4 7 1 
Peru 417.8 N74 1, ot 
\ Iguay IS6.Y io +4 
Venezuela 200, 2 an 1 
Regional 7 ct O56, 8 253 2 
Total obligation... } 371.4 a, S6l 20, 32 
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Comparative summary of obligations by major project category (illustrative) 
oe thousands of dollars] 


| 








| | 

| Estimate, | Estimate, 
Major project category — = fiscal year fiscal year 
| wm 1952 1953 


—_———- —————_—__—_—_ --— — —— | ——- —— 





Agriculture, forestry, and fisheries pon 3, 382.1 | 

. Health and sanitation ee 3, 151.8 | 

3. Natural resources, public works, and transport: ition _- | 578. 6 | 
. Education. -..- hire: : ane 1, 426.8 | 

. Industry, handic raft, and housing __ 190.3 | 
3. Public administr: ition and Governme nt se rvices..___-- -| 482.4 | 
159. 6 

9, 371.6 19, 861 
! 


| 





Fiscal year 1953—Summary by country and major project category (illustrative 


{In thousands of pacsinaneie 





| } | 

H Natural | | Publie | 

| Agricul- Healt! lresources, \Industry,) adminis- | 

Total | ture, for- |, r J | public Educa- | handi- tration |, 

‘nited estry, and a oe works, tion craft,and and Gov- COREIDIS 
States | fisheries | ™°"  jand trans- | housing | ernment | sion : neg 
cost | portation services | SUFVe 


Joint ec 
nomic 


Country 


Bolivia_. 

Brazil 

Chile = 
Colombia 

Costa Rica_ 
Cuba.....- : 
Dominican Repub- | 


lic sill 
Ecuador 
FE} Salvador-__ 
Guatemala 
Haiti 
Honduras. - 
Mexico 
Nicaragua 
Panamsa_. 
Paraguay 
Peru 
Uruguay 
Venezuela 
Regional projects. - 


Total obliga- | 
tions - - 20, 329 7, 2 37: 1, 750 
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Summary of estimated dollar cost of illustrative program by country and major cost 
components 


{In thousands of dollars} 


Services 


United States 


| technicians Trainees 


Supplies 
Country Total and equip- 
ment Total -s- ee 
vice Cost | Number Number 
of per- of per- 
sons sons 


Bolivia Sedo an " , 356 | 1, 050 
Brazil C 3, 85% 2, 733 
Chile nae : 14 650 
Colombia_. -. saeee P ‘ : 562 | 
Costa Rica. - : sa , O87 287 S00 
Cuba- -- Cat aghhad 25 2 229 
Dominican Republic. -- 316 2 224 
Ecuador tae? aes 27h : 976 
El Salvador 

Guatemala 

H iiti ~ 

Honduras 

Mexico 

Nicaragua 

Panama...-. 

Paraguay 

Peru 

Uruguay 

Venezuela 7 

Regional projects 


Total 


Economic statistics—1950 unless otherwise indicated 


General International trade and payments 


Public 

Per finance, 
capita Foreign gross 

income ex-  jexternal 
(1949) thange | public 
reserves debt 


(1951 


Daily 
pet 
Country capita Exports Imports 
Popu- | food Total | Total to from 
lation | con- exports imports United | United 
sump- | States | States 
tion, |! 
-alories 


Mil- Mi Mil- Mil 


Square  Thou- Mil- 
miles sands lions lions ons lions lions 


solivia $13 3.0 I $04.1 $55.8 $65, $23.6 $50.7 
Brazil 3, 288 5: 2, 36 1, 346. 5 |1, 097. ¢ 34. 3 379.1 560. 
“hile Pea) 5. , 8 293. 7 247. $ 3.3 118.5 
‘olombia 440 1 2-5 393.6 362. 6 325. 240 
osta Rica 20 l 34.7 46. 24. 30. ¢ 
iba 44 5.3 ye 642. 515. 379.7 407.! 
Dominican Repub- 
lie 
ecuador 
| Salvador 
Cruatemala 
Haiti 
Honduras ; ( 
Mexico 7 2: 2 050 
Nicaragua ( 
Panama 2 ( 
Paraguay () 
Peru e q 2, 260 
Uruguay : 2, 600 3o 191.6 
Venezuela .§ 2, 210 | 320 1, 167.6 


wIem-innwNweK oh S 





Data not available. 2 1949, 





Mr. Gary. The table appearing on page 150 is the one for which 
Mr. Taber requested additional information under titles IL and ITI, 
He would like to have in parallel columns expenditures for 1952 in 
that table. 

Mr. ANprews. You mean, sir, the expenditures or the obligations” 

Mr. Gary. Whatever it was that he requested. 

Mr. ANprews. He wanted the personnel. 

Mr. Gary. He requested the obligations for 1952 instead of the 
expenditures. 

Mr. Anprews. Will you now discuss the program under title [V? 


GENERAL STATEMENT 


Mr. Anprews. Broadly speaking, this is one of the oldest programs 
that the American Government has in the way of this so-called tech- 
nical assistance, 

As you know, this started under acts of Congress away back 10 
vears ago, and there have been programs operating in several countries 
in Latin America for the past 10 years. 

This might be an example also of how some of these programs 
evolve. 

The first programs were started in Latin America as part of the 
good neighbor policy, a part of the policy of extending our willingness 
to help those countries to some extent to help themselves, and at 
the same time to develop complementary resources which would be 
complementary to this country, and this was particularly pertinent 
during the beginning of World War II when we were cut off from the 
sources of quinine and certain insecticides and rubber, sisal, and jute, 
and all sorts of things out of the Far East. 

So, there was developed this program with the Latin-American 
Republics which pretty well established the system of what we will 
call collaboration. 

This has been going on for that 10-vear period. There have been 
developed some really sensational new crops, some really worth-while 
developments in rubber, sisal and sources of certain insecticides, 
medicinal herbs, and all of that. 

At the same time this has given our own Government a source of 
these things, and also given these Governments a source of income, 
a source of exchange, and, of course, it is axiomatic that the trade 
between this country and the Latin-American countries im the last 
10 vears has developed sensationally. 

I think the trade accounts between this country and those countries, 
account for 30 percent of the total international trade out of the 
United States. 

The programs here are almost a repetition of what I have been 
telling you about in the previous testimony here, may be not quite 
as primative in some places as they are in others, but it is the beginning 
of a program of teaching and showing and assisting these countries 
to help themselves to develop their own resources. 

Here, again, the contributions vary for the amount that a country 
puts into a program. Sometimes it starts out with no money, and 
then as things go on they increase, and the technique of this so-called 
system of technical assistance Is to start about even, having the 
country increase its contribution to the total program and then at 





some pomt along the line get out of the way and let the country go 
on itself, 

There are numerous programs in Latin America where just that has 
happened, 

They started together and they very gradually took over the pro- 
vram, and they are now running it themselves. 

Now, 70 percent of the people are agricultural, and in this particular 
appropriation of some $20 million, about one-third of it goes for agri- 
cultural development and things of that kind. About one-quarter of 
it, | think, goes into health and health is a big item in that part of the 
world, and then the rest is broken down into education, transporta- 
tion, industry and public administration, the handling of the technical 
side of airports, which is of great concern to our country. There is a 
technician to man airports and communication lines, and things of that 
general nature, 

I want to emphasize again that we are not going down to these 
countries doing something for them. 

We are working with them, and, again, the technique of how we 
work together comes around to the approach as largely a mutual ap- 
proach, the decision on a program, a mutual contribution of people 
and money to what we call the so-called Servicio, which is a little bit 
more formal, and a little further and more elaborately developed in 
Latin America than in these other countries. 

Servicio is another word for a bureau in which it is a corporate 
structure within the Government. 

Our funds are put in there along with the funds of the country 
concerned. Our representative down there is one of the officers of 
the Servicio, and a representative of the country is an officer of the 
Servicio. 

They put the money up on a joint basis, and they carry the program 
and work on a joint basis. 

The funds are audited by our own auditing and circulation staff, 
and again it is primarily for equipment, technicians, and the like; and 
a limited amount of what vou call capital equipment to carry on. 

As an illustration of the type of program carried on there is a grain 
storage in Peru, an irrigation project in Peru, and there are dock- 
development projects in Brazil, and there are health projects in 
Brazil and in Paraguay. 


HEALTH PROBLEMS 


Mr. Gary. What are the chief health problems down there? 
Mr. Anprews. Malaria, and the usual thing, debilitating diseases 
particularly in that tropical climate. 


TRACHOMA 


Mr. Gary. You do not have the trachoma problem there that vou 
have in some of the other countries? 

Mr. Anprews. No; of course, we have the problem of the debili- 
tating disease for the areas we have just talked about which obviously 
are primarily malaria, trachoma, dysentery, smallpox, and certain 
things of that kind; and dysentery 1s one of the most difficult of them 
to handle because of the water supply, and so forth. 
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Down in these other areas it is primarily the normal] tropical diseas:- 
and malaria and, of course, in the larger cities we have typhoid an 
that sort of thing, but malaria is the big one you are after down the: 

One of the most important, and I guess you might call it speetaculs: 
projects was a project undertaken several years ago in the Amaz 
Valley in the establishment of health centers that had to be reached 
by boats, and in which the staffs more or less patrolled the Amazo. 
and trained local people. I think at one time they had 75 or 80, or » 
total of 92 Americans in that project, and they are maintainin 
hospitals, not really hospitals. 

They are hospitals in general, but not in the elaborate class, the, 
are hospitals, but not elaborate ones. They are service centers, and 
they are clinics, and there are now only two Americans in Bra 
on that project. They are carrying it forward themselves 


IRRIGATION 


I just talked, in the last 24 hours to one of our men who has been to 
Peru, and he observed an irrigation project which was going on down 
there. One American surveyor with a native helper had laid out an 
irrigation scheme in which these people were digging an enormous 
ditch to let the water out of the mountain area down to the genera! 
plain. They were doing it with shovels, and they were shoveling i 
up on levels. They are making a shelf up to this level and then 
another shelf on higher up, and they are digging an irrigation system 
there that runs for several miles, and part of it w ill be tunnelled throug): 
the area. When this is done this will provide a 25-acre farm for each 
of some 300 or 400 of these native Indian residents. 

The only point I am trying to make is our investment in that is » 
surveyor and an engineer who are lending technical know-how and that 
sort of thing, and the people are doing it themselves. 


FOOD PRODUCTION PROGRAM IN PARAGUAY 


The general food production program of Paraguay is a case in point 
Ten years ago Paraguay was one of the most primitive of countries 
and is now established and has now a pretty good economy, and if 
vou want to reflect it in terms of trade 10 years ago the total trad: 
between the United States and Paraguay was $72 5,000, Last veal 
it was $7,500,000. 

1 will admit that $7,500,000, the way people throw figures around 
does not amount to much, but it does mean that these people have 
learned to produce something to sell, something to sell to the United 
States worth $7,500,000 which they, in turn, can use to buy goods from 
the United States, principally fertilizer, seed, livestock, farming 
machinery, pharmaceuticals and things of that particular nature. 

I do not know how much the committee wants me to go into thy 
details of the programs. 


RUBBER IN SOUTH AMERICA 


Mr. Gary. What is the situation with reference to rubber in Sout} 
America now? 

Mr. Anprews. The rubber situation in South America is simply 
this, and I was told this no later than yesterday, that we along with 
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the local people have licked the problem of producing rubber in those 
countries. The big job now is that if we are going to produce rubber 
in those countries, to get it out to the little farmer so that he knows 
how to develop it and produce it. 

As far as varieties are concerned, and as far as the methods of 
fertilization and handling production of rubber are concerned our 
technicians in the Department of Agriculture—TCA does not hire in 
itself technicians. We simply pav the Department of Agriculture, 
the Department of the Interior, or Federal Security to send people out 
to work on these projects—these Department of Agriculture, Bureau 
of Plant Industry people say that they have licked the problem so far 
as producing it is concerned, that we can produce it. Whether it is a 
feasible proposition to put it into the hands of millions of small pro- 
ducers is another question. 

PRICE 


Mr. Gary. What about the price? 

Mr. AnprEws. The price of rubber? 

Mr. Gary. The trouble has been in the past, as I understand it, 
that they could not produce it at a price to meet the competition of 
the British rubber. 

Mr. Anprews. That was primarily in the case of the so-called wild 
rubber down there. It is a problem not only of getting producing 
trees, but getting the stuff out and handling it. 

I am referring here to the new rubber strain and varieties that have 
been developed which have proven to be high producers and are 
proving commercially feasible in competition with your other rubber. 

Of course, as I said before, this program has been going on in Latin 
America under the Institute of Inter-American Affairs, which is a 
corporation formed by the Government and which carried on down 
there, and has now been absorbed for administrative purposes into 
TCA and its running of Western Hemisphere problems. 


QUANTITY 


Mr. Gary. How much rubber do you have down there now? 

Mr. Rowe. With respect to the actual amount of vield of the three 
story tree we do not know. We know that in five countries it is in the 
process of now becoming substantial. The three story rubber tree 
will yield profitably, because Mr. Andrews was speaking to our 
nursery plantation in Brazil. There we have enough nursery stock 
to actually make it available to the small farmer. We also know he 
can produce it at a reasonable figure, and we believe that you will find 
that this figure is going to be satisfactory within our own country. 
Whether they have an exportable crop in scope or yield is not known 
at this time or whether they can get into that, but we have been able 
to help them become more sufficient in rubber. 

Mr. Taper. Is it natural rubber? 

Mr. Rowe. It is. 

Mr. Taser. It is not guayule? 

Mr. Rowe. No; it is natural rubber. 

Mr. Anprews. The root structure came from Brazil stock, the 
old original rubber tree, and the leaf from still another tree, and that 
is resistant to blight, and this is a new combination that should 
produce well. 
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Mr. Gary. Rubber was originally indigenous to South America. 

Mr. Anprews. And it was moved by the Dutch. 

Mr. Gary. It was moved by the Dutch to the Pacific and the Fat 
Kast. 

Mr. ANpreEws. There is one development down here over which 
even the Far East is waking up, and that is the disease-resistant stock 
which has been developed down there. 

Mr. Gary. And then after World War IT it was revived in South 
America. 

Mr. ANprews. That is right. 

Mr. Gary. The rubber industry practically died at that time, and 
then it was revived. 

Mr. Anprews. That is right, except the wild rubber. There is a 
certain amount of wild rubber down there all the time. 

Mr. Gary. But not in sufficient quantities to compete with the 
Far East. 

Mr. ANprEws. No, it was not really the plantation type of rubber. 

The plantation type of rubber is rubber taken care of and brought 
right up. 

As I said before, we can relate these projects by the hour, 


DISTRIBUTION OF AID BY COUNTRY 


As you will note, our expenditures in the countries are relatively 
small in terms of the amount of money involved. There are 19 
countries, and a little over $20 million, fairly well divided through all 
the countries, and fairly well distributed, about one-third for agricul- 
ture, about one-fourth for public health, and about, say, one-fifth or 
one-sixth for education, and the rest is for industrial development, 
harbor development, and transportation, and that is primarily for 
technicians or people, rather than any materials amounting to much. 

Mr. Gary. And it is also fairly evenly distributed according to area? 

Mr. Anprews. That is right. 

Mr. Gary. Among countries. 

Mr. ANprews. That is right. 

We have some business of trainees, and about the same pattern, 
except that they are much better distributed than in the other coun- 
tries. This program has been going on in some of the countries down 
there as long as 10 vears and in other countries just a few years. 

Mr. AnpreEws. I might say, sir, that we are supplying vou with a 
table on page 150 with the technicians and the people on the same 
basis that vou requested it for the other areas. 


PROSPERITY OF LATIN AMERICA 


Mr. Taser. All right. 

Some of these countries are pretty prosperous, are they not? 

Mr. ANpreEws. Yes, sir. 

Mr. Taner. Bolivia is pretty prosperous, is it not? 

Mr. ANprews. Yes, sir. 

Mr. Taner. Why would they need a lot of help? 

Mr. ANprEws. Again, please? 

Mr. Taner. Why would they need a lot of help from us like this? 
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Mr. ANprews. In the first place, that is very important to our 
economy, and over-all it is an important country from the business 
standpoint, and it is very important from the good-neighbor stand- 
point. 

We think in this type of a program they are entitled to the technical 
aid as well as any others, and, as a general proposition in dealing with 
the countries of Latin America they go on the basis of what the 
country wants, and as a general rule we pay for the technical help that 
goes down there. They match the technical help, but as far as the per 
capita income of the people is concerned, if you take all of the people, 
the Indians and the very primitive people in Bolivia vou get an entirely 
different situation from that in the big-town area there. The per 
capita is about $60 on that basis. 

Mr. Gary. Which is the lowest of any of them? 

Mr. ANprews. That takes in the Indian population, and, again, 
these programs are offered to go to the village people, not those in the 
big cities, except in the case of a few times in health programs where 
we have assisted in establishing proper sewage systems in some of the 
larger cities, but this is primarily technical advice and help rather than 
any fiscal help. 

Mr. Taper. I see vou have some money going to Cuba. 

Mr. Anprews. Yes, sir. 

Mr. Taner. | do not know where you would find any people who 
are more prosperous than they are. 

Mr. Anprews. That, sir, is primarily in the form of technicians 
who are assisting Cuba in developing a source of supply for this new 
fiber, henaf, which has been developed over a period of years in Latin 
America under the general cooperative work of our people. 

During the war, or at the beginning of Korea things looked very 
bad in the Orient, and the Government decided that we wanted to 
expand the outlets, or the output of this particular fiber. We sent 
technicians to Cuba to assist them in planting this fiber. Incidentally, 
no part of the Government guaranteed to buy the fiber from Cuba. 

Mr. Taner. What excuse would we have for sending a lot of them 
to Brazil? 

Mr. Anprews. Brazil has a very large development program gomg 
on. Brazil is a verv important, a very large country. 

Mr. Taner. Yes, but their country is pretty prosperous too, 

Mr. ANprEws. That is right. 

Mr. Taser. They eat pretty well. Maybe they do not have dollar 
income, but the biggest part of the population gets their food without 
its being figured into the per capita income. 

The Bolivian people are the same way, and almost all of those 
countries are the same way. 

Mr. Anprews. There are two reasons for this. First, the countries 
need the technical help which we can give them, and, the second thing 
is that the Latin-American countries have generally gone along with 
the United States on our world problems. They have seen the 
amounts of payments that have been shipped to Europe in the form of 
the Marshall plan. and thev see this technical-assistance program in 
other parts of the world; and, if we want to make it perfectly blunt 

Mr. Taner. They feel that, since we are going broke anvhow, they 
might just as well get prosperous out of it. Is that the idea? 
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Mr. Anprews. They will never get prosperous on the small amount 
of money that goes into those countries. Every one of those countries 
has tremendous resources and possibilities of development, and if we 
can help them just a little bit it will help us. I have charts to show of 
several countries showing where they have taken advantage of it and 
put a drive on to develop their resources, and\the trade and commerce 
between those countries and this country has jumped time after time, 
sometimes as high as 10 times in 10 vears. Part of it has been be- 
cause we have had people in there and somebody goading them, and 
to some extent working with them to try to develop some of their 
own resources and, again, that is the purpose of this technical assist- 
ance program. It is not to give a guy some money, it is to help him 
develop some resources and produce products which he can sell, and 
which raises his standard of living a little bit, and, incidentally, helps 
us. 

Mr. Gary. Off the record. 
(Discussion off the record.) 


BRAZIL 


Mr. Anprews. Speaking specifically about Brazil, our exports to 
Brazil have increased 10 times in the last 10 years. Part of that, but 
not all of it, is due to this general cooperation program, but you cannot 
trade with a fellow who has not anything to trade with. 

Mr. Taser. According to your table here, Brazil had exports of a 
total of $1,346,000,000 against imports of $1,097,000,000, and that 
means $250,000,000 to the good. 

Mr. ANprEws. Yes, sir. 

Mr. Taser. And their trade with us was $325 million to the good. 

Mr. ANprews. Yes, sir. 

Mr. CLevencer. And yet coffee was 6% cents in 1940, and it is 
seven times that much now. 

Mr. Anprews. That is right. . 

Mr. CLevencer. They were burning it then. 

Mr. Taper. They ought to be in pretty good shape with that kind 
of trade balance, so that they could handle their development them- 
selves. 

Mr. AnpreEws. They are, sir. We are helping them very, very 
little. 

Mr. Taper. Is it because they do not levy the taxes that are put 
on our people? 

Mr. Anprews. I would not know about the tax system, what the 
taxes are. 

Mr. Taser. I expect that is about it. 

You have better than 25 percent of this proposal in supplies and 
equipment. 

Mr. Anprews. That is right. 

Mr. Taser. Almost every one of those countries has a balance 
except Costa Rica and Honduras. Mexico has a very small trade 
debit. 

Mr. Anprews. And Mexico is a relatively small program. 
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PROGRAM IN PANAMA 


Mr. Taser. It is not much compared to some other things. 

Panama seems to have a large debit balance, but they get quite a 
lot of trade out of the United States; so, I guess they are not so bad 
off. You seem to have quite a program for them. 

Mr. ANpREws. Yes, sir. 

Mr. Taser. What are you doing there? 

Mr. Anprews. We are doing about three things there. 

The first thing, sir, is to assist them in a rice-production program 
which had to do with trying to get the country self-sufficient in rice. 
That has been accomplished. 

Another thing is that we have arranged a contract between the 
United States Department of Agriculture, the University of Arkansas, 
and Panama to establish a small agricultural college and a research 
station in that country, the idea being to develop their agricultural 
resources in the form of raw materials which we will need, and which 
they can sell to us and also use themselves. 

There is also a limited health program, and a limited educational 
program in that country. 

That, essentially, is what the Panama program is about. 

Mr. Taser. People who have been down to Panama tell me that 
instead of producing good will it is producing ill will. 

Mr. Anprews. Well, sir, ] do not know. I hear all kinds of things 
from all kinds of people. 

Mr. Taner. I have not been down there in the last 20 years; so, I 
could not tell you. 

Mr. Anprews. The remark I am going to make probably has no 
validity because the man who made the remark is no longer President 
of Panama, but when we had a little blow-up down there some years 
avo and their Legislature voted to deny us the right of using air bases 
around the Canal area there, and which was finally corrected, the 
President of that country said that the technical-assistance program 
of aid to Panama in improving their rice production and the few things 
voing on down there had more weight in swinging the people of 
Panama, that is, most of the people of Panama around to an accept- 
ance of the airfield than all of the diplomatic and military pressure we 
put on there. He said it, and he has been kicked out as President, 
maybe that is one reason why he was, but that remark was made to 
me, and that was because it does have an influence, and when you take 
these programs around and work with the people you get an entirely 
different approach and an entirely different response than you do 
when dealing with the top of governments, and these technical pro- 
vrams do go to the people. Whether that is right or wrong I do not 
know, but you are doing work on these small things and once you start 
that small unit and multiply that unit you have to get hundreds of 
people doing a small little thing here in order to accomplish anything 
very big. 

Mr. Taper. As you go through your programs you are boosting 
your agriculture and your natural resources and public works. I 
suppose that is housing; is it not? 

Mr. Anprews. To some extent. It is little in order of importance 
in some of those smaller units, but a few things of that kind help a lot. 





742 


Mr. Taner. You are boosting your administration and Govern- 
ment service? 

Mr. ANnprews. That is right. 

Mr. Taser. Do they welcome that sort of thing? 

Mr. Anprews. They do not welcome it, they ask for it. 

Mr. Taner. They ask for it? , 

Mr. ANprews. Absolutely, and want it. 

Mr. Taner. The next is Joint Economic Commission and surveys 
Well, L do not know that there is any use in asking any more questions. 

Mr. Gary. All right, sir, we will recess until 10 o'clock tomorrow 
morning. 


WEDNESDAY, JUNE 18, 1952. 


EconomiIcaAL ASSISTANCE AND TECHNICAL COOPERATION-—TITLE \ 
WITNESSES 


GEORGE M. INGRAM, DIRECTOR, OFFICE OF INTERNATIONAL 
ADMINISTRATION AND CONFERENCES, DEPARTMENT OF STATE 

GEORGE L. WARREN, ADVISER, ON REFUGEES AND DISPLACED 
PERSONS, DEPARTMENT OF STATE 

ARTHUR C. RINGLAND, ADVISER, VOLUNTARY FOREIGN AID 
STAFF, AND EX OFFICIO EXECUTIVE DIRECTOR, ADVISORY 
COMMITTEE ON VOLUNTARY AID, DEPARTMENT OF STATE 


Mr. Gary. We will now take up title V of the bill, and in this 
connection we will insert the table appearing on page 155 of the 


justifications, from which it appears that the total request for title V 
is $44,017,750. 
(The matter referred to follows: ) 


Economic ASSISTANCE AND TECHNICAL COOPERATION —TitrLe V 


Comparative summary of obligations, by activitn 
I / { y 


Actual, Estimate, Estimate 
fiscal year fiscal year fiscal year 
195] 1952 1953 


teral technical cooperation $13, 007, 500 $12, 400, 000 
i irry-over from 1952 


lon request 


Emigration of surplus manpower 10, 000, 000 
Deduct carry-over from 1952 


Appropriation request 
Ocean freight, voluntary relief packages 2, 843, 6 
Deduct carry-over from 1952 

Appropriation request 
United Nations International Children’s Emergency Fund 


Deduct carry-over from 1952 


ypriation request 


ns, title V 24, 139, 007 
Deduct carry-over from 1952 


Potal appropriation request, title V 44,017, 750 


1 This amount will be used by the United States under the ‘matching’ proviso for contributions receivé 
during the period July 1, 1951, through Dee. 31, 1958. 
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MULTILATERAL TECHNICAL COOPERATION 






Mr. Gary. Multilateral technical cooperation is presented on 
pages 156, 157, 158, and 159. We shall insert those pages in the 
record at this point. 

(The matter referred to follows:) 







MULTILATERAL TECHNICAL COOPERATION 





















































ys 
Comparative summary of obligations by geographic region 
a Soe Se . ae ; k 
oon i JStwmate, KStimate, 
Country ~s % ul fiscat year fiscal year 
anne 1952 1953 
Europe $342, 000 $325, 000 $735, 000 
2, Near East and Africa 3, 751, 500 3, 557, 000 4, 596, 750 
3. Asia and the Pacific 4, 914, 000 $, 668, 000 5, 240, 000 
\ 4. Latin America: 
United Nations program 3, 000, 000 2, 850, 000 4, 137, 000 
Organization of American States 1, 000, 000 1, 000, 000 1, 000, 000 
Total 3, 007, 500 12, 400, 000 15, 708, 750 
L Coes e ae eee ee Se. ee lee te! i. Se ore oe eae ae Sg tree 
E TirLeE V-—-GENERAL NARRATIVE STATEMENT OF MULTILATERAL TECHNICAL 
D ASSISTANCE 
D In accordance with the President’s statement that point 4 “should be a coopera- 
tive enterprise in which all nations work together through the United Nations and 
Y its specialized agencies wherever practicable,” the United States has strongly 
supported the United Nations expanded program of technical assistance and the 
program of technical cooperation of the Organization of American States since 
S their inception in 1950. Although the United Nations organizations had been 
rendering some technical assistance under their regular budgets prior to the 





establishment of the United Nations expanded program, such assistance to indi- 
vidual countries or specific regions had been limited because of other more general 
activities carried on by the agencies. The establishment of these multilateral 
technical assistance programs has enabled international organizations to make 
fuller use of their technical competence in the kind of assistance envisaged under 








point 4. 

During the first financial period of the United Nations expanded program 
(July 1, 1950-December 31, 1951) 55 nations pledged approximately 520 million 
of which the United States peldge of $12,007,500 represcated approximately 
60 percent. As of December 31, 1951, $17 million of the total had been com- 
mitted under agreements signed by participating agencies with requesting govern- 
ments and $3 million had been set aside as a special reserve fund to cover eventual 
liquidation costs and other emergency expenses. An additional S12 million had 
also been conditionally committed under agreements made subject to the avail- 
ability of funds in 1952. The 1952 program is being supported by 63 nations 
which have pledged a total of approximately $19 million of which the United 
States pledge again represents approximately 60 percent. 

In order to continue the United Nations expanded program with a reasonable 
margin for growth in the third fiscal period, a moderate increase in new funds will 
be required in 1953. We believe that the United States should pledge approxi 
mately 60 percent of these new funds in support of a program which carries out a 
fundamental principle of our point 4 policy. A United States contribution of 
$14,708,750, as 60 percent of total contributions, would allow a 1953 program of 
$24.5 million. In addition to the funds contributed directly to the program by 
governments, recipient governments are now contributing an average of at least 
an equal amount in local curreney expenditure. 

In 1951, 19 American Republies pledged a total of $1,278,571 to the technical 
cooperation program of the Organization of American States. To date $1,271,605 
have been pledged by 17 American Republies to the 1952 program and additional 
pledges are expected. With respect to both years, the objective is that the 
United States pledge of up to $1 million should not exceed approximately 70 per- 
cent of total contributions. Five regional projects benefiting from 9 to 20 coun- 
tries in public health nursing, cooperatives, housing, aftosa control, and agri- 
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cultural extension training were initiated in 1951. Eleven projects are include 

in the 1952 program extending into the fields of economies, education, socis 

problems, public health services, and city planning. Details on the 1953 progra: 

are not yet available, but, on the basis of projects now under way or soon to | 

initiated, it is believed that a United States contribution of $1 million to the 1952 

rogram is consistent with our national interest in the American Republics and 
estern Hemisphere relationships. 


. . ‘ . . ~ . 
United Nations and specialized agencies by geographic region—1953 estimates 





! 

Title IT, Title III | Title IV, | 

s asnviee Title I, | Near East | __ Rvs eae 9 Ameri- | 
atid Europe and can Re- 
Africa South Asia| Pacific | publics 


Total 


Food and Agriculture Organiza- | 

tion $427,000 $2,462,000 $1, 144,000 | $1,030,000 | $1, 737,000 $6, 800, 0 
International Civil Aviation Or- 

ganization ; 33, 000 361, 000 173, 000 155, 000 79, 000 801, 00 
International Labor Organization 208, 000 000 579, 000 | 521, 000 614, 000 | 2, 630, 00 
International Telecommunica- | 

tions Union___ - a 72, 000 75, 000 | 68, 000 46,000 | = 261, 
United Nations 168, 000 , 171, 000 887, 000 799, 000 2, 351, 000 
United Nations Educational, 

Scientific, and Cultural Organi- 

zation E 117, 000 823, 000 §22, 000 740, 000 751, 000 
World Health Organization 183,000 2, 082, 000 841, 000 757, 000 , 269,000 | 5, 132, 
World Meteorological Organization 2, 000 75, 000 . 000 46, 000 261, 00 


Total __- ..---!1, 226,000 | 7, 000 , 596,000 | 4, 138, 3, 893,000 24, 514, 001 


United States share (60 percent 
rounded figures) santa een ene een | ain dings etek ie Nk, oO 
Organization of American States__!___- | | 1,000,000 | 1,000, 00( 


Total obligations. ___._.__ 2 . ipnaimned irae * heb ancnce nf 15, 708, 75 





1953 estimates for U. N. and specialized agencies—Summary of estimated dollar cos} 
of program by category and major cost components 








‘er ieiangs j ve ~ehine 
Technicians Fellowships Supplies | 
Major project category ie a eee ees i ms | Total 
; ; apiale 
| Number Costs | Number Costs | terials | 
| 





. Agriculture, forestry, and fisheries__| 268 | $3, 296, 400 | 291 | $931, 200 | $1,854, 400 | $6, 082, 000 
. Health and sanitation BEM ASE | 202 3, 484, 600 | 223 713,600 | 1,416,800 | 4,615, 000 
3. Natural resources, public works, | | | } 
and transportation ____- Sea 83 | 1,020, 900 91 291, 200 | 512, 900 | 1,825, 000 
Education bee et dene ast od 93 | 1,148,900 101 | 323, 200 | 581, 900 | 2,049, 000 
. Industry, handicraft, housing. .___- 135 1, 660, 500 145 | 464,000 835, 500 | 2, 960, 000 
. Public administration eis 174 | 2,140, 200 186 | 595, 200 593, 600 | 3,329, 000 
. Joint economic commissions and | | | 
surveys heist happiabandel 56 688, 800 | 47 | 150,400} 117,800} — 957, 000 
Administrative costs _ = Behe: eee ey et 


PE a iim sis naka aiiaecnaece ees 1,011 12, 435, 300 | 1,084 (3, 468,800 | 5,912,900 (24, 514, 000 
| | } 


! 





Notge.—United States share, 60 percent, $14,708,750. 
GENERAL STATEMENT 


Mr. Woop. Mr. Chairman, we have Mr. George Ingram of the 
State Department here who will handle the testimony on this item 

Mr. Gary. All right, sir. Mr. Ingram, we will be very glad to hear 
from you on this program. 

Mr. INGram. Thank you, Mr. Chairman. 

I know the committee is familiar with the multilateral technical 
cooperation program in which the United States is participating. 
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PROGRAM OF UNITED NATIONS 


This program consists of two parts, insofar as our participation is 
concerned. The first part is our participation in the program of the 
United Nations in which it and its specialized agencies have combined 
to expand their activities in rendering economic assistance in the form 
of technical assistance to the underdeveloped countries. 

At the present time we have a UN program which began January 1 
of this year. The current year’s program is $18,9 50,000, to which 
the United States Govérnment is contributing $11,400,000. 

This program is supported by 63 countries. By the end of the first 
year it Was operating in 55 countries. 

Fellowships had been granted to persons from 69 countries. There 
were agreements with countries receiving aid in the number of 540, 
experts recruited in the number of 797, and 845 fellowships awarded. 

I cite these figures to demonstrate that this multilateral program is 
a going program. 

The current year is the second year of operation of the program. 

The first financial period which ended in December of 1951, covered 
18 months. The program was in the amount of $20,070,000, to which 
we contributed $12,007,500. 

Although the program is not quite as large in this second period, 
since we are moving from an 18-month program to a 12-month pro- 
gram it actually represents about a 50 percent increase. 

Our request of $15,708,750 contemplates support of the United 
Nations program for 1953 in the amount of $14,708,750. At the same 
level of United States support of approximately 60 percent, the 
United Nations program as a whole would be $25,514,000. 

I would like to emphasize that the United Nations and the United 
States Government are both aware of the fact that one of the most 
important elements in determining whether or not this program is a 
success is the extent to which we can have full cooperation between our 
bilateral program and the U. N. program and the extent to which we 
can avoid duplication. 

I think it can honestly be said that this is being achieved today. 
It is being achieved by cooperation between the United States and 
U. N. representatives in the field, as well as here in Washington and 
New York, on agreements now in process. When a country requests 
assistance from a United Nations organization or from a field repre- 
sentative of the United Nations technical assistance program, he checks 
that request with and receives the comments of our United States 
bilateral man in the field. Conversely, when a request is made of the 
United States Government that request comes into Washington with 
the comments of the U. N. representative in the field. 

We do think a great deal is being achieved toward making certain 
that there is no duplication of activities, and that, insofar as the 
countries’ needs are concerned, the United States program and the 
UN program work hand in hand. 


PROGRAM OF ORGANIZATION OF AMERICAN STATES 


The second and smaller part of our request is in the amount $1 
million as a contribution toward the program of the Organization of 
American States. 





This is a much smaller program, but it is very significant in terms 
of our goal to develop in Latin American through the Organization of 
American States, a sense on the part of all governments that they must 
assist each other in their own economic development. These are 
regional programs, and are not direct country-aid programs. In each 
instance the countries organize together’ to, carry on training at a 
central location, and, although the program is small, we think that 
it well merits the amount that the United States contributes. 


ORGANIZATIONS CONDUCTING PROGRAM 


Mr. Gary. This is merely a contribution on our part to certain 
programs conducted by these other organizations? 

Mr. INGram. That Is correct; sir. 

Mr. Gary. Do vou have a list of the organizations? 

Mr. Incram. The organizations are shown on page 158. The or- 
ganizations are the Food and Agriculture Organization, International 
Civil Aviation Organization, International Labor Organization, Inter- 
national Telecommunication Union, the United Nations _ itself, 
United Nations Educational, Scientific, and Cultural Organization, 
World Health Organization, and World Meteorological Organization. 

These organizations would each have a share of the $24,514,000 
program with a contribution of $14,708,750 by the United States. 

Mr. Gary. Are not most of these organizations subsidiaries of the 
United Nations? 

Mr. Incram. They are specialized agencies of the United Nations. 

Mr. Gary. What is the United Nations doing? What is that 
money used for? 

Mr. INGram. Thw United Nations’ money shown here, $5,376,000, 
is for the work of the United Nations Secretariat itself in the com- 
bined technical assistance program of the organizations. 

The United Nations system of organizations is broken up according 
to functional assignments. One organization, the F. A.O., whieh is 
headquartered in Rome, does the work of the United Nations in the 
field of food and agriculture. Similarly, the 1. L. O., which is head- 
quartered in Geneva, does the work of the U. N. in the field of labor 
standards, and so forth. 

Mr. Gary. Well, the total expenditures of these organizations are 
$24,514,000; is that right? 

Mr. INGram. That is what we estimate for 1953, sir. That is the 
calendar vear 1953. 


CONTRIBUTION OF UNITED STATES TO UNITED NATIONS ORGANIZATIONS 


Mir. Gary. And we are contributing $14,708,000 of that amount? 

Mr. INGram. We hope to make that contribution, sir. 

Mr. Gary. Which would make us contribute about 60 percent? 

Mr. Inecram. Yes, sir; 60 percent. 

Mir. Gary. Why should we contribute 60 percent to these organ- 
izations when we are only coatributing 36 percent to the Umited 
Nations? There is considerable opposition to that in the Congress, 
and there is an effort te cut all of these contributions down to 334 
percent. 

Mr. INGram. That is correct. 
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1 would like to make one observation on that. In these programs 
we do not have recorded here the contributions of the governments 
receiving aid. This represents the money which is paid out of the 
Central Fund which is administered by the United Nations, but when 
it reaches an agreement with a recipient country, as a condition to the 
assistance being given by the United Nations that country must agree 
to do certain things. Jn particular it meets all the local currency 
costs of the project, and the costs borne by the countries receiving 
aid more than equal the contribution of the United Nations and these 
organizations. If we brought into this calcualtion the contributions 
made to the projects by these countries which are receiving aid we 
would be at less than one-third here. 

Mr. Gary. Do you have any definite figures on that? 

Mr. INGram. I donot have. I could supply them, sir, if you would 
like to have them. 

Mr. McGratu. If vou do not have the figures on which vou base it, 
how do you reach the conclusion that we are contributing less than 
33°; percent? What do you predicate that on? 

Mr. InGram. First of all, it is established in the policy of the 

Mr. McGratu. We would like to have the definite information on 
which you base that cenclusion. 

Mr. InGram. We will provide it; 1 do not have it at the moment. 

Mr. Cary. Insert at this point in the record the estimated total 
expenditures under the various programs for which this money is being 
contributed, 

Mr. InGram. Yes, sir. 

(The matter referred to follows:) 
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Estimated total agency costs and recipient Government cost for projects under the 


United Nations expanded program of technical assistance—Estimated 


1, 1952 


as of Jan. 





Estimated 
total project 
costs per 
country, 

_ United 
Nations and 
specialized 
agencies 


Estimated || 
total Gov- | 


ernment 
costs 


‘ 
Country 


Estimated 
total project 
costs per 
country, 

_ United 
Nations and 
specialized 
agencies 


Estimated 
total Gov- 
ernment 
costs 








Afghanistan 
Austria_- 
Bolivia. 
Brazil _- 
Burma. 


$90, 000 
327, 134 
140, 965 
538, 150 
22, 000 
45,771 
230, 526 
31, 156 
1, 711, 156 
72, 500 
12, 000 
12, 000 


$45, 000 
420), 000 
130, 000 
355, 000 
22, 000 
113, 000 
306, 000 
56, 000 
, 243, 000 
72, 500 
12, 000 
12, 000 
33, 500 
628, 500 
483, 400 
456, 000 
7, 000 
379, 000 
60, 000 
456, 000 
43, 009 


Luxemburg... 
Malaya 
| Mexico 
Nicaragua 
Pakistan 
Nepal * 
North Borneo 
Nyasaland 
yo ELIS 
| Se 


China (Taiwan) -_....... 
NNR San dkscavesce 
Costa Rica 


Philippines 
Portugal 

F! Salvador. -- 
Sarawak 


Ne RE a eee 
Ne Oe 
TRS, cntcatibhu ans 
ee eee eS See 
Thailand 


Turkey 

Uruguay 

WOON s oc ccwnwnscccs 
Vietnam 

Yugoslavia 

Regional projects__..__- 


OS ea 


Jordan (Hashemite 
Kingdom) 


25, 660, 016 





24, 033, 205 




















1 Noestimates available, 


OTHER UNITED STATES CONTRIBUTIONS TO U. N. 


Mr. Gary. In addition to that we contribute $15,500,000 to the 
United Nations, do we not? 

Mr. InGram. Yes, sir; that is correct. 
of the United Nations which covers a great many things other than 


That is to the regular budget 


country assistance in terms of technical assistance to countries. In 
the same way that our bilateral technical assistance program carries 
on certain programs which the United States Government has been 
carrying on for many years, such as the IJAA program with which 
you are familiar, so, these technical assistance activities of the United 
Nations have grown out of a part of their regular activities. 

Mr. Gary. Through the State Department appropriation we have 
contributed to most of these organizations. 

Mr. Incram. Toward their regular budget, sir. 

Mr. Gary. That is for the administration of the organizations. 

Mr. Incram. That is correct. 

Mr. Gary. This is for the technical-assistance programs that those 
agencies are fostering in the various countries. 

Mr. Incram. That is correct, and on a voluntary support basis. 
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CALCULATION OF PERCENTAGE OF UNITED STATES CONTRIBUTION 


Mr. Gary. When a program is conducted in a country that country 
is required to put up a substantial part of the cost, and when that cost 
is added to the costs that are borne by the organization our con- 
tribution to the total program would be less than 33% percent? 

Mr. Incram. That is correct. 

Mr. McGraru. You appreciate the fact that there is no proof of 
that. It is a blind statement. I would think the witness would 
come prepared to substantiate a statement as important as that. 

Mr. Gary. That information has to be inserted in the record. 

Mr. McGratu. It is purely a conclusion. 

Mr. Incram. I would not like to submit for the record anything as 
voluminous as this table which I have in my hand, and I do not have 
it in a summary form that would be acceptable for the record. 

I do have here a table that shows estimated expenditures for the 
current year, which is 1952, for projects in operation, approved, or 
in advanced stage of negotiation as of January 1 of this year. This 
supports a total that will now not be possible for this year because the 
contribution of the governments contributing are not as great as was 
expected at this time. This shows that the contributions of the 
agencies themselves for this program would have been $24,033,205, 
and the contributions of the local governments receiving aid would 
have been in the value of $25,660,160 for a total cost of $49,693,365. 

Mr. Gary. And $15,000,000 would be approximately one-third of 
that amount. We would like to have the accurate figures. 

Mr. Incram. I would like to make clear what relationship this has 
to the regular budget programs. 

In the case of the United Nations itself, our contribution to the 
regular budget of about $15,500,000, that is 36.90 percent, goes toward 
a total United Nations budget of about $43,000,000. Of that total 
budget, only a little over $2,000,000 goes into economic assistance 
activities comparable in any way to the sort which are supported by 
this voluntary program. 

I think that we should at least bear this in mind, that the work of 
the United Nations under its regular budget, the $43,000,000, is not 
comparable to the work which we undertake as the United States 
Government in terms of assistance to other countries. However, 
what we are helping the United Nations to do through its voluntary 
additional program is very directly comparable to what we, ourselves, 
are doing in aid to the undeveloped countries of the world. We think 
that when we pay 60 percent to the total cost of the United Nations 
programs, which means we get other countries to put up 40 percent 
of the cost, we are achieving an economy in the interest of the United 
States, and we do feel our support for this program is very much in 
the interest of the United States. 


UNICEF NOT IN U. N. FUNDS 


Mr. Gary. Why is it that you do not have the United Nations in the 
international children’s emergency relief fund? 

Mr. Incram. First—and this is not a complete explanation—the 
Children’s Fund, or UNICEF, has been in existence for 5 years. As 
you know, it started as an effort to alleviate the suffering of children 
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which followed the late World War in Europe. It has continued, and 
the emphasis has changed to the point where it is concentrating on 
the needs of the children of Latin America, Asia, the Middle East, 
and the Far East. 

However, it is directed toward child-welfare activities. It is not 
directed toward economic assistance as such. It will be doing work 
in the field of assistance to children, as in the development of their 
maternity and child-welfare services, which would not come directly 
under the criteria of economic assistance. It has as its motivation 
humanitarian interest on the part of all governments in meeting the 
needs of children. 

At the present time the Children’s Fund is in the middle of an ex- 
tension of life for 3 years, until December 1953, as provided by resolu- 
tion of the General Assembly. 

In December of 1950 the General Assembly had under advisement 
the question as to whether it would continue the Children’s Fund, and, 
if so, upon what basis. If it did not continue the Children’s Fund, 
did it want to continue any program for children under United Nations 
auspices? 

At that time the position of the United States was that the Child- 
ren’s Fund program should be significantly reorganized. We thought 
that it should be brought into closer association with the regular 
work of the United Nations. In particular, we advocated that the 
administrative costs of the Children’s Fund sbould be borne out of 
the regular budget of the United Nations to which all the members 
would contribute. We also were particularly critical of the idea of 
continuing extensive mass-feeding programs. We felt that the 
Children’s Fund should be giving more attention to demonstration 
programs where the supplies they brought in would be used to assist 
the government to equip itself to meet its own needs. The position 
of the United States Government did not prevail in all respects. It 
did succeed, however, with the support of many other countries, in 
getting the program of the Children’s Fund, even though the Child- 
ren’s Fund itself continued as an independent organization, swung 
around to supplies in support of technical assistance to the under- 
developed countries. It is not at this moment in the technical- 
assistance program of the United Nations because the Genera! 
Assembly decided to continue it for 3 years as it was, organization- 
ally. 

In December of 1958, when the General Assembly again considers 
the problem, I think a very pertinent consideration will be the rela- 
tionship of the Children’s Fund to the technical-assistance program, 
organizationally. 

1 would like to hasten to add that, although they are operating 
separately, there is close cooperation between the Children’s Fund 
and the technical-assistance representatives. No health program in 
any country is undertaken by the Children’s Fund—they do not, for 
example, bring in DDT supplies for malarial-control programs—aunti! 
the World Health Organization, which is participating in this technical- 
assistance program, gives its O. K., and the World Health Organization 
provides the technicians who instruct and assist the member 
governments. 
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EMIGRATION OF SurPLUS MANPOWER 


Mr. Gary. The next item is ‘‘Emigration of surplus manpower.’ 
In connection with this program we will insert pages 161 and 162 of 
the justifications. 

(The matter referred to is as follows: ) 


EMIGRATION OF SuRPLUS MANPOWER—GENERAL NARRATIVE STATEMENT 


The Provisional Intergovernmental Committee for the Movement of Migrants 
from Europe (PICMME) was organized at Brussels in December 1951 to carry 
out the intent of the Congress as expressed in title I, section 101 (a) (2) of the 
Mutual Security Act of 1951, which reads: ‘‘Provided that not to exceed 
$10,000,000 of the funds made available pursuant to this paragraph may be utilized 
to effectuate the principles set forth in seetion 115 (e) of the Economie Cooperation 
Act (ECA) of 1948 as amended.” The intent of section 115 (e) was to facilitate 
the movement of surplus manpower from Europe to other countries where such 
manpower could be utilized. 

Sixteen governments established the Committee at Brussels and adopted plans 
to move 116,000 persons who would not otherwise be moved out of Europe in 
1952 at an over-all cost of $34,000,000. The Committee established headquarters 
at Geneva and began operations on February 1, 1952, using 10 ships previously 
converted for this tvpe of movement and transferred by the International Refugee 
Organization. In the period from February 1 to April 30, 1952, the Committee 
moved 32,000 migrants and refugees out of Europe. The Committee has 19 
member governments at present: Australia, Austria, Belgium, Bolivia, Brazil, 
Canada, Chile, Denmark, France, Germany, Greece, Israel, Italy, Luxemburg, 
Netherlands, Paraguay, Switzerland, United States, and Venezuela. Sweden, 
New Zealand, and Norway are expected to join shortly. 

The United States contribution for the current program is $10,000,000. © Con- 
tributions to the administrative expenditures of $2,359,060 are obligatory upon 
member governments in accordance with an agreed percentage scale. The 
United States contribution to the administrative expenditures is 3314 percent. 
Contributions to the operational expenditures are voluntary. 

The cost of transport for a substantial number of the persons to be moved will 
be reimbursed to the Committee by the emigration and receiving countries. 
Some movements will be fully reimbursed; others partially reimbursed, and the 
balance will take place at the expense of the Committee. The costs of processing 


migrants will be borne directly by the emigration countries and the costs of 


receiving them by receiving countries. These emigration and receiving countries 
will receive credits for these costs as contributions to the work of the Committee, 
although such contributions will not be paid in cash to the Committee. The 
Committee at its second session in February increased the estimate of numbers 
to be moved during the vear to 137,000 and in consequence increased the original 
budget of approximately $34,000,000 to $41,350,660. 

The program for 1953 calls for the movement of 140,000 migrants as compared 
with the planned movement of 137,000 in 1952. The principal difference in the 
program is a large reduction in the number of migrants to be moved to the United 
States, with an attendant increase in those to be moved to Australia, Canada, 
and Latin America. The completion in 1952 of the United States immigration 
program, authorized under the Displaced Persons Act of 1948 as amended, ex- 
plains the reduction in movement to the United States. 

The appropriation of the $9,240,500 authorized for 1953 will require a reduction 
in the United States contribution from the amount being contributed fer 1952, 
even though the movement will have gained momentum and inereased during 
1953. The legislative history leading to United States participation in’ the 
Migration Committee in December 1951 indieates that the intent of Congress 
was to increase the movement of migrants from the excess population areas in 
Europe at as high a rate as possible. 

When the United States contribution plan was accepted by the other govern- 
ments at Brussels on December 8, 1951, only 6 months ago, none of the other 
governments had initiated the legislative processes required to complete their 
membership in the Committee and to make their financial contributions available 
for the ensuing period. They are now engaged in these legislative steps. The 
knowledge that the United States is continuing to support the Committee for 


2OR06—hr 4S 





752 


another year at a similar level of contribution will assure the governments of 
continuing United States interest and will stimulate wider participation by 
other governments in the Committee. 

Mr. Gary. The request for 1953 is $9,240,500 as compared to 
$10,000,000 for the fiscal year 1952. 

Mr. WarrEN. This request is to cover the United States contribu- 
tion to the Committee for the fiscal year 1953. Our contribution in 
1952 was $10 million. 

The Committee was established last December in Brussels almost 
entirely on the United States initiative in order to move surplus 
migrants out of Europe. 

There are 19 governments that are now members of the Committee. 
They adopted a budget of $41 million for this year, and they propose 
to move 137,000 people out of Europe who would not otherwise be 
moved. That 137,000 includes refugees. 

In the first 4 months, from February 1 to May 31, they have 
already moved 38,942. 

I have here some-papers that will help to explain the project more 
fully. 

On the first page you will find in the first column the budget for 
this year of $41 million. In the second column you will see what has 
actually been received as of the 13th of June, totaling $17 million. 

In the third column you will see what has already been negotiated 
and is being effectuated, and in the fourth column you will see the 
balance of business we still have to secure in order to meet the budget. 


PERCENTAGE UNITED STATES CONTRIBUTION 


Mr. Gary. Assuming the total budget is secured, our contribution 
would be about 25 percent; is that correct? 

Mr. Warren. A little more than that; about 33 percent over-all, 
because we contribute $10,000,000. There is about $765,000 in the 
first item, the administrative expenditures, and the balance of the 
$10,000,000 in the tithe under contributions to operational expendi- 
tures, subsidized movements, $11,000,000. Our contribution is 
$9,000,000 for that item. 

Mr. Gary. What is our total contribution? 

Mr. Warren. $10,000,000 plus $3,200,000, which is the amount 
appropriated by Congress to move the Germans to this country under 
the Displaced Persons Act. If you add the $10,000,000 to the 
$3,200,000, it comes out to about 33 percent of the total of $41,000,000. 


TABLES OF ORGANIZATION, COST, AND PERFORMANCE 


Mr. Gary. We will insert these tables in the record at this point. 
(The matter referred to follows:) 
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PROVISIONAL INTERGOVERNMENTAL COMMITTEE FOR THE MOVEMENT OF 


Micrants From Evrope 


Status report of the Migration Committee budget, June 13, 1952 (income received, 


anticipated, and remaining to be secured) 














| : | 
| | Reeeived | 
| Budget {| June 13, (In prospect} Balance 
| | 1952 | 
| } 
I. Contributions to administrative expenditures. .~..-) 81, 132, 328 $1, 058 8, , 416 $168, 316 





$2, 359, nell 




















II. Contributions to operational expenditures: | 

1. Operating fund: } 
Subsidized movements. ..........--.-- 11, 000, 000 4, 607, 216 5, 233, 113 1, 159, 671 
WHRR CORON oo oss eed b ie ees aeons 3, 000, 000, 1, 211, 500 | 500, 000 1, 288, 500 
DOs cewsencwacedevuddueaatennee z 14, 000, 000 | 5,818,716 | 5, 733, 113 | 2,448, 171 

2. Reimbursements and services: | ¥ i j 
Reimbursements. - _.---- AEA TTS 13, 374, 504 | 6,114,696 | 2, 501,428 4, 758, 380 
BRIT IE isis once cursos ps ae EE rte | 8,880,000 | 2, 181,025 3, 000, 000 3, 698, 975 
PUN Ss eras eens pa aoa athe 254, 504 | 8, 295, 721 | 5,2 5, 50, 428 8, 457, 355 

3. International Refugee Organization move- d Fie 

PU PO lec Re, TRE eS Eh | 2 737, 096 | 2, 284, 2 255 | 452, S41 ! 0 
Bens oo Giant apa adenannouevandencuanenwe | a 350, 660 | “17, 531, 0 020 | “12, 745, 798 | UL, 07 3, $42 





Contributions to the PICM ME administrative budget of $2,359,060 (as 


the Committee) 





assessed by 
































| 

Member governments Percent } Total | Paid Balance due 

DR NIIIN . 5oh -cucsncktutahn a wacwesedeewses 6.2 $146, 262 $146, 262 0 
Oia I a oc spies chai hina ccen a lgeank es sairolin de crpdieiat 1.4 33, 027 16, 514 $16, 513 
cel ESE SS Sra ae heme EE 2.6 61, 336 0 61, 336 
| ER Ey ene eee Se See ees, 8 18, 872 0 18, 872 
SE so ed cn Lewes adetdida annum cee 4.4 103, 798 0 103, 798 
RSIS ial aa Ce EE SSR eet eg: 8.4 198, 161 49, 540 148, 621 
(ft. Seabee Sea eee ee eee 1.0 23, 590 23, 590 0 
eo ot oa ae adda casas 1,144 27, 000 27, 000 0 
af le a nen aaa tau isinisl 8.4 198, 161 148, 621 49, 540 
ee. SR SE ee Sg aie Sees eee ean 8.4 198, 161 66, 161 132, 000 
Tg SR ES Se a Sr eee hear. 1.4 33, 027 33, @27 ( 
RD SADE ph ea Acs SR ie a AS Bee . 297 7, 000 0 7, 000 
eRe he ox). a ans ca tawlsdewindawacane 8.4 198, 161 198, 161 0 
Tat) DIT i oo wan a cdiemcccadcmnmaceddantus's ak 2, 359 0 2, 359 
Bt INN seis cp cd aitakscncusaksankaeoene 2.6 61, 336 30, 668 30, 668 
i ed os caw anacanendemeneun - 424 10, 000 0 10, 000 
Lye EE Cc odd cawaGopewsabaenssaacccus 2.6 61, 336 0 61, 336 
EE ee ee 33.3 785, 567 392, 784 392, 783 
Wr Soa hb aascnuusceuawasuacae 1.0 23, 590 0 23, 590 
SIEM Ri capgunohrGatasnteaknminalaceualne 92, 865 2, 190, 744 | 1, 132, 328 1, 058, 416 

Prospective member governments 
Governments | Percent Total 
: | 

a kat oe Si vg te whe ibd i Griese dnd ua tse Sh se Sot eg sian eg eae 4.4 $103, 798 
New Zealand............-- ASP hoe AUN EP Oe ME ay MN ER ee = ald et ar | 1. 483 35, 000 
cn PERRIS es RAT oS IS ptrcsey pn eee Sey EET SRO ES. : .721 17, 000 
CR or SC so. ale Bo gata ndad gaensansanindii ak ee eaee aes es | 2.6 61, 336 
Batt tyne WS nie ass d acip onda Bice iwi ig a aM ae eae es 2.6 61, 336 
United Kingdom Pon ate se Sean et at donc owcebats ncn uxes Sia ea lmeone mend ndod | 8.4 198, 161 
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Provisional Intergovernmental Committee for the Movement of Migrants from Europ: 
1, ANTICIPATED MOVEMENT FOR 1952 


From To 
Germany 67, 000} Canada_ - 40, 000 
Italy and Trieste 35, 000 | United States 38, 000 
Austria 16, 000 | Australia_ , 25, 000 
The Netherlands 15, 000} Latin America 31, 000 
Greece 4, 000 | New Zealand 3, 000 


Total , 000 | Total 137, 000 


2. MOVEMENTS DURING THE PERIOD FER. 1~MAY 31, 1952 
From To 
Germany 5, 8326) Canada 
Italy and Trieste , 716) United States 
Austria , 555) Australia 
Netherlands . 228 Latin America 
Greece 3) New Zealand 
Shanghai, Hong Kong 300) United Kingdom 
Miscellaneous 267 | Miscellaneous 
Individual movements by vol- Individual movements by vol- 
untary agencies under = as- ; untary agencies under as- 
sistance by the Committee .)47) — sistance by the Committee 1, 547 


Total 38, 942 | Total 38, 942 
3. ANTICIPATED MOVEMENT FOR 1953 


From To 
Germany 65, 000 | Canada 52, 000 
Italy and Trieste 36, 000 | United States 2 2, 000 
Austria 13, 000} Australia 40, 000 
The Netherlands 15, 000} Latin America 40, 000 
Greece 8, 000} New Zealand 4, 000 
Other 3, 000 | Other 2, 000 


Total 140, 000) Total _ 140, 000 


' Represents ethnic Germans from Germany and Austria entering the United States under provisions 
of the United States Displaced Persons Act of 1948, as amended 

2 Represents displaced persons entering the United States under sec. 3 (c) of the Displaced Persons Act 
of 1948, as amended. This section of the act expires June 30, 1954. 


SUPPLEMENTARY STATEMENT CONCERNING THE BUDGET AND FINANCING OF THE 
PROVISIONAL INTERGOVERNMENTAL COMMITTEE FOR THE MOVEMENT OF 
MiGrRants From Evrope 


The Migration Committee differs from other international organizations, par- 
ticularly in its plan of financing. The expenditures of the Committee are divided 
into two categories—I. Administrative and II. Operational. 


CONTRIBUTIONS TO THE ADMINISTRATIVE EXPENDITURES 


The administrative expenditures for 1952 have been budgeted at $2,359,060 
Contributions to the administrative expenditures are obligatory upon member 
governments in accordance with an agreed percentage seale.  Exeluding the 
United States, the member governments are divided roughly into emigration and 
immigration countries and other countries interested in migration. In construct- 
ing the seale of percentage contributions, the United States aecepted 33.3 percent 
as its allocation. The remaining 66.7 pereent or six-ninths was allocated as fol- 
lows: Emigration countries, two-ninths; immigration countries, two-ninths; and 
interested countries, two-ninths. Each of the three groups of member govern- 
ments thereafter made allocations within their respective groups. The allocations 
to the present membership of 19 governments total 92.86 percent of the adminis- 
trative expenditures. Allocations already made to prospective member govern- 
ments are expeeted to bring this total to 100 pereent when certain of these gov- 
ernments have joined the Committee. Payments of contributions to the admin- 





istrative expenditures totaled $1,132,328 as of June 13, 1952, more than 50 percent 
of the total pavable. The balance to be collected in the remaining months of 1952 
is $1,058,416. 


CONTRIBUTIONS TO THE OPERATIONAL EXPENDITURES 


The operational expenditures are divided into two eategories—the operating 
fund, and reimbursements and services. The operating fund is budgeted at 
$14,000,000—$11,000,000 to subsidize movements of migrants and refugees, the 
costs of which are not reimbursed to the Committee or are only partially reim- 
bursed, and the working capital fund of $3,000,000, which provides the working 
funds of the Committee. Reimbursements and services are divided into reim- 
bursements, which are moneys paid to the Committee by governments or other 
bodies in full or partial reimbursement for the movement of migrants and refu- 
gees, and services, which represent credits to Government members for the proc- 
essing and reception of migrants and refugees, the expenses of which are borne 
directly by the governments. 

Contributions to the $11,000,000 part of the operating fund totaled $4,607,216 
on June 13, 1952. Similar contributions were in prospect on that date of $5,233,- 
113. $1,159,671 remain to be raised during the balance of the vear. The 
$4,607,216 received to date was contributed by the United States. A similar 
contribution to this fund will be made during the last 6 months of 1952. Other 
contributions to this fund are expected to be received from the Netherlands, 
Belgium, Switzerland, Norway, Denmark, France, and Luxemburg. Contri- 
butions to the working capital fund of $3,000,000 consist of advance payments by 
governments to the Committee against reimbursements for movements pavable 
later. The cash advances made to date totaling $1,211,500 have been received 
from Canada, Italy, and Trieste. These cash advance payments relieve the 
Committee of the costs of financing reimbursable movements. A period of 4 
months generally elapses between the date when the Committee has to advance 
money for ships and later collects payments from governments in reimbursement 
for movement. 

Reimbursements consist of moneys paid to the Committee for movements 
which have been effected. Germany, the Netherlands, and Canada, together, 
make complete reimbursements for all movements under the auspices of the 
Committee from Germany and the Netherlands to Canada. Australia and the 
Netherlands have also reimbursed the Committee completely for movements 
from the Netherlands to Australia to date. With respect to other movements 
from Germany, Germany has offered to pay $60 per head toward the cost of trans- 
port with respect to most of the persons to be moved from Germany. Italy has 
made a similar arrangement with the Committee. Brazil will reimburse the Com- 
mittee for the full cost of the movement of the head of the family. Other mem- 
bers of the family will be moved to Brazil on the basis of partial payments by 
Germany and Italy, and otherwise at the expense of the Committee’s operating 
fund. Movements from Germany to Australia will be paid in part by Germany 
and Australia and the balance will come from the operating fund of the Committee. 

Contributions in services, which are credited to member governments but are 
not received in cash by the Committee, consist of credits to emigration countries 
at the rate of $55 per migrant processed for movement and of $20 to immigration 
countries for reception expenses borne directly by such governments. 

Mr. Warren. The second table shows vou the list of present 
members, the percentage allocation of contributions to the adminis- 
trative budget. You will notice that the present members account 
for 92.86 percent of the total budget, which is $2,359,060, and that 
we expect to get the balance of 8 percent from the prospective member 
governments listed in the footnote of the table, and that may come 
In at any moment. 

Norway, New Zealand, Sweden, particularly will join the committee 
within a few weeks. 

Over on the third page vou will see a schedule of movement in the 
first paragraph that the committee has adopted as the budget for this 
vear, 67,000 people out of Germany and 40,000 into Canada, and 
so forth. 
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In the second paragraph you have what has taken place in actual 
movement accomplished between February 1 and May 31 of this 
year, and in the third paragraph you have the scheduled movement 
anticipated for 1953. 

The next page and a half explains these charts more fully. 


MOVEMENT TO CANADA 


Mr. CLtevencer. I am curious to know this: The anticipated 
movement into Canada is 40,000 and the actual movement is 2,068. 
What caused that? 

Mr. WarrEN. The movement to Canada this year has been slow 
and delayed because they had an unexpected outbreak of hoof-and- 
mouth disease in Canada and unfortunately they brought migrants 
last year so late that they arrived in the season of winter unemploy- 
ment. There was a reaction, politically, resulting from that. They 
are now catching up. They had to carry 15,000 people over the 
winter season. They have been slow in getting the program for 1952 
under way. They have announced that their program for this year 
will be 100,000 to 150,000. 

Mr. Cievencer. Can Latin America take any of these? 

Mr. Warren. We count on 31,000 to Latin America this year. 

Mr. CLevenGcer. For 1952? 

Mr. Warren. Yes. That has been slow in getting under way also 

Mr. CLevencer. They have only taken up until the Ist of Apri 
about 1,600. Then, what about the movement to the United States? 

Mr. Warren. The persons that moved to the United States were 


virtually already processed when the committee started operations. 
They could be moved immediately. 


CONTINUATION OF MIGRATION 


Mr. CLevence_r. Is there any prospect of this stream ever dry- 
ing up, or is this a continuing proposition year after year? Italy is 
chronically overpopulated. Are we going to have this as a regular 
appropriation? 

Mr. Warren. What we are trying to do is to move within 5 years 
a substantial part of the surplus population out of Europe. We are 
going to have to move large numbers if we are going to make any 
real dent on surplus population in Europe. This first year is frankly 
experimental to determine whether this type of organization and this 
method of finance will actually move the people. 

As far as our purposes are concerned, if this works out as we expect 
it to, we are going to move much larger numbers in later years fo: 
virtually the same amount of dollars from the United States. 

Mr. CLevencer. We had testimony here yesterday about the po- 
tentiality of Ethiopia for development. It is a vast territory. It 
has great potentialities for the growing of beef, and there is not much 
population. Has there been consideration given to moving people 
into Ethiopia? 

Mr. WarreEN. Neither by this committee nor the Government of 
Ethiopia. The Italian Government tried to colonize Ethiopia and 
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were not so successful. One of the problems in Africa is to develop 
cash crops. 

Mr. CLEevENGER. I can understand why the way they tried to 
colonize Ethiopia was unpopular. 

Mr. WarrEN. Quite apart from the Italian effort which failed for 
obvious reason, in the entire period from 1936 or 1937 on, when 
refugees and migrants were moving out of Europe, none have been 
settled in Ethiopia. 

Mr. CLEVENGER. Certainly we do not need more immigration here 
except of the highest selected kind, with the birth rate that we have. 

Mr. Warren. The receiving countries at the present time and in 
the future are going to be Canada, Australia, Brazil, Venezuela, Chile 
and Peru, and possibly Argentina, which has not come into the 
picture. 

Mr. CLevencer. It is a rather pitiful thing with all of the area in 
Ethiopia. 

Mr. Warren. I am afraid that you would find it would take an 
enormous capital investment over a considerable period of time in 
addition to this transport cost to resettle migrants in Ethiopia. 


OcrkaN FrReEIGHT—VOLUNTARY RELIEF SUPPLIES: AND PACKAGES 


Mr. Gary. We will take up the next item, “Ocean freight, volun- 
tary relief supplies and packages,’’ and in that connection we will 
insert pages 163 and 164 in the record, 

(The matter referred to follows:) 


TitLE V 
Ocean freight—voluntary relief supplies and packages 


Actual, fiscal year 1951_______- ¢ Seb. Js ise eT S66 
Estimate, fiscal year 1952____- ? vn i eeekes ex) Bee 810 
Estimate, fiscal year 1963... .< ...--scnces asinese. eek ice , 22586. 500 


Section 117 (c) of the Economie Cooperation Act of 1948, as amended, author- 
izes payment of ocean transportation on relief supplies and packages in the follow- 
ing categories: Relief supplies and packages shipped by voluntary nonprofit relief 
agencies, parcel-post packages, and packages shipped by commercial freight. 

The authorization request for the Mutual Security Program for fiscal 1953 
permits extension of this program to a for shipments of voluntary agencies 
to other areas of the free world than Europe and free China. 

Relief supplies shipped through the facilities of voluntary nonprofit relief 
agencies have brought directly to the attention of the people in the recipient 
countries the humanitarian interest of Americans in the welfare of the free world. 
thereby complementing the Mutual Security Program and its objectives abroad. 
The shipment of individual gift packages by parcel post presents an opportunity 
for an individual in the United States to extend additional help on his own initia- 
tive. It provides a personalized touch that represents to the recipient a tangible 
proof of United States friendship and assistance. 

The flow of voluntary relief supplies has been effectively stimulated by the 
provision of subsidies for the cost of ocean freight, supplemented by free trans- 
portation provided by the participating countries. Since the inception of the 
provision for subsidies in fiscal 1949, there has been a general downward trend in 
parcel post and bulk shipments of voluntary supplies. Improved economic 
conditions have resulted in the termination of the programs for parcel post and 
voluntary bulk shipments to certain countries, appreciably reducing estimated 
expenditures in fiscal years 1952 and 1953 as compared to fiscal 1951. 





Comparative summary of obligations 


Value of subsidy 


Actual, | Estimate, | Estimate, 
fiscal year | fiscal year fiscal year 
1951 , 1952 1953 


Parcel post packages $2, 185, 749 $1, 300, 000 $1, 201, 500 
Voluntary agencies 1, 971, 517 , 543, 610 , 386, 000 
Through commercial channels E 21, 000 ; , 


Total 4, 178, 266 2,848, 610 


Comparative summary of weight of shipments 


Weight in pounds 


Actual, Estimate, Estimate, 
fiscal year fiscal year fiscal year 
1951 1952 1953 


Parcel-post packages 42, 584, 300 20, 545, 400 27, 305, 000 
Voluntary agencies 157, 000, 000 122, 924, 000 110,373, 000 
Through commercial channels 1, 735, 462 


Total 2 Je 201, 319, 762 152, 469, 400 137, 678, 000 


Mr. RinGranp. Mr. Chairman, the Congress has provided ocean- 
freight subsidies to defray the cost of ocean transport of voluntary 
supplies of nonprofit relief agencies, and also for parcel post for the 
past 4 vears. 

Mir. Gary. It appears from the tabulation that the request for this 
item for the fiseal year 1953 is $2,587,509 as compared with $2,843,000. 

Mr. RinGguanp. For the fiscal vear 1953 it should be noted that the 
expenditures under this authorization would be about equally divided 
in cost between the parcel-post subsidy and the cost of the transport 
of the voluntary supplies. There are some 30 voluntary agencies that 
are participating in the program. 

The program for the coming fiscal vear will be to the same countries, 
for the voluntary agencies— France, Germany, Austria, Greece, Italy, 
Trieste, India and Free China, with the additional possibility under 
the proviso, where countries are eligible for economic or technical 
assistance, where agreements are reached with those countries, to 
permit the supplies to come in duty free and for the governments to 
pay for the inland transport at the point of consumption, and that 
will bring added countries into the program perhaps in the Arab states 
and Israel. That remains to be seen. 

But in the other countries they will continue to admit these supplies 
duty free and pay the transport cost from the counterpart funds. 

Mr. Gary. For the payment of CARE packages. 

Mr. Rinauanp. CARE is but 1 of the 30 agencies that has par- 
ticipated and is registered with the Department for collaboration. 


LIST OF AGENCIES SHIPPING 


Mr. Gary. What other agencies? 
Mr. RinGuanp. We have mostly the great church groups. 
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Mir. Gary. Do you have a list of them? 

Mr. Rineuanp. I have a list here. 

Mr. Gary. We will insert that list in the record at this point. 

(The matter referred to is as follows:) 

List of agencies shipping under provisions of section 117 (e) of the ECA Act of 
1948, as amended or the Mutual Security Act 1952 (30 agencies shipping out of 
a total of 62 agencies registered with Advisory Committee or Voluntary Foreign 
Aid of The Department of State): 


American Friends of Austrian Children 

American Friends Service Committee 

American Jewish Joint Distribution Committee 

American ORT Federation 

American Relief for Poland 

Brethren Service Committee 

Church World Service 

Congregational Christian Service Committee 

Cooperative for American Remittances to Europe (CARE 
Foster Parents’ Plan for War Children 

Greek War Relief Association 

International Rescue Committee 

Little House of St. Pantaleon 

Lutheran World Relief 

Mennonite Central Committee 

Near East Foundation 

fefuge des Petits 

The Salvation Army 

Save the Children Federation 

Selfhelp of Emigres from Central Europe 

Unitarian Service Committee 

United Lithuanian Relief Fund of America 

United Ukrainian American Relief Committee 

War Relief Services——- National Catholie Welfare Conference 
World Student Service Fund 

American Baptist Relief 

American Hungarian Relief 

American Relief to Austria 

Assemblies of God—Foreign Service Committee 
Committee on Christian Science Wartime Activities of the Mother Chureh 


VALUE OF GOODS MOVED 


Mr. Crevencer. What is the value of this?) The “freight”? item 
is $2,845,000 that you estimate for this vear? 

Mr. RinGuanp. It is running about 5 percent; some $6,000,000 
has been reimbursed to the voluntary agencies for the transport of 
voluntary supplies in the value of approximately $120,000,000. 
That was for the period since the ECA Act of 1948. 

Last vear the value of the goods contributed was slightly under 
$30,000,000. 

Mr. Cievencer. That would be closer to 10 percent than 5 
percent. 

Mr. RiInGLAND. There is some variation in the cost there, but the 
over-all cost is about $35 a ton to move these goods, and their value 
generally is not less than $500 a ton. 

I have a table here that gives the value of the goods that have been 
contributed, and in addition the surplus supplies provided by the 
Department of Agriculture. 

Mr. Gary. We will insert that table in the record at this point. 

(The matter referred to is as follows:) 
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Voluntary contributions to agencies registered with the Advisory Committee on Volun- 
tary Foreign Aid of the Department of State (September 1939 to December 1951, 
} 
inclusive) 


Year Funds Value of goods 


1989 (September December) 7 oe sa et a $2, 414, 4 $148, 773 

1940 . ‘ ; A deage actions : 17. 428, § 2, 323, 853 

1941 a = ee hp a 27, 351, 029 | 9, 546, 943 

1942 A pease a ces 29, 997, 8 5, 437, 340 

1943 . Sy canes Sa ais 48, 108, 072 | , 034, 665 i 

1944 Sart 4 : si achairinlicbuia 79, 118, &§ 26, 746, 839 | 5, 865, 

1945__. = . Sn re Dee 92, 951, 748 | , 887, 650 | 234, 839, : 
1046 . eevee : : Eres , 174, 356 2 98, 436, 578 | 212, 610, 93 
1947 : - Pee 34, 923, 007 | 38, 779, 528 | 5 
1U48 i : Saiaaeee a2 bea 28, , 643 | 38, 734, 014 | 

1949. : a5 ‘. 91, 572, 154 | 26, 003, 067 | 

1950_. oe 17, 427, 6 , 713, 988 | 2 7 
195) - : a Aas Ste 32, 456, 29, 752, 102 | 92, 208, 21 
2, 270, 225 


Rea aeons . 896, 724, S85 455, 545, 340 | 


Phe value of goods, contributed in 1945, includes the contributions of the national clothing collection to 
the value of $111,105,246. The clothing was allocated to the various agencies in support of their overseas 
programs and toaugment their own collection of goods to the value of $30,782,404, or a total of $141,887,650 

? The value of goods contributed in 1946 includes the contributions of the national clothing collection to 
the value of $50,286,066. The clothing was allocated to the various agencies in support of their overseas 
programs and to augment their own collection of goodg to the value of $48,150,512, or a total of $98,436,578. 

3 The value of goods voluntarily contributed was augmented by surplus foods allotted free under the terms 
of sec. 416 of the Agricultural Act of 1949 to the value of $19,946,535 in 1950, and to the value of $33,390,567 in 
1951. 


American Red Cross contributions and those of unregistered agencies are not included. 
ESBIMATE OF POSTAL COSTS 


Mr. Rincuanp. I have another table, or letter, from the Post Office 
Department on their estimate for the fiscal vear 1953, and how they 
arrived at it. 

Mr. Gary. We will insert the letter in the record at this point. 

(The matter referred to is as follows:) 


Post OrricE DEPARTMENT, 
BUREAU OF TRANSPORTATION, 
Washington, D. C., April 23, 1952. 
Mr. Artuur C. RINGLAND, 
Executive Director, Advisory Committee on Voluntary Foreign Aid, 
State Department, Washington, D. C. 

Dear Mr. Rincuanp: Reference is made to the continuation of reduced postage 
rates on voluntary relief pareels for Austria, Italy, and. Trieste and the estimated 
amount required to cover the dollar cost for the ocean transportation of such 
parcels during the fiscal vear 1953. 

On the basis of the weights of such parcels dispatched during the first 9 months 
of the fiscal year 1952, it is estimated that the 1953 cost will be approximately 
$1,365,000. 

This estimate was obtained by applying to the total weight of such parcels 
dispatehed during the fiscal vear 1951, the percentages of increase and decrease 
shown by comparison of the weights of the parcels dispatehed during the first 9 
months of the fiscal vear 1952, with the weights of those dispatched during the 
same period of the fiscal year 1951, 

For your information, the following shows the total weight of relief parcels 
dispatched to Austria, Italy, and Trieste during the fiscal year 1951, the weights 
of such parcels dispatched to each of those countries during the first nine months 
of the fiscal years 1951 and 1952 and the percentages of increase or decrease for 
each country. 

Total weights dispatched fiscal year 1951: Pounds 
Austria___ 2 ee ae : a ee te 2, 159, 611 

eee Sarton see eee ae 28, 506, 753 
Trieste _ - : ae Ae 80, 


Total Aico = ec ; ie 30, 746, ; 
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Weights dispatched first 9 months: 


Percentage, 
Fiscal year 1951, Fiscal year 1952) decrease (—) 
increase (+) 


| Pounds Pounds 
Austria............--- al 1, 728, 727 | 1, 418, 276 | —18 
Italy -...----------- --- | 21, 735, 597 22, 137, 774 | +2 
Phen cei eae x ‘ ; 63, 804 | 66, 142 | +4 


In addition to the above, $15,700 will be required to cover the administrative 
cost. 
Sincerely yours, 
V. B. Warers, Executive Officer. 


Unirep Natrions INTERNATIONAL CHILDREN’S EMERGENCY FuND 


Mr. Gary. The next item is the United Nations International 
Children’s Emergency Fund, known as UNICEF. 

In this connection we will insert pages 165, 166, 167, and 168 in 
the record. 

(The matter referred to follows:) 


T1TLE V 


United Nations International Children’s Emergency Fund 


Obligation 1951_________-. A Ee eR ns ee . $6, 953, 241 
Lees a Ae ee ol Reh Cia fa tee Spade te cael ea Silas Fy oy None 
Roo Tees eps eee mee : ian’) ee 16, 481, 000 


The appropriation of $16,481,000 for the period ending June 30, 1953, is re- 
quested to enable the President to make contributions to the United Nations 
International Children’s Emergency Fund (UNICEF). 

UNICEF was established by the General Assembly of the United Nations on 
December 11, 1946, through the passage of Resolution 57 (1). The fund was 
continued by the General Assembly for another 3 years on December 1, 1950, 
at its fifth session, through the adoption of Resolution 417 (V). The primary 
purpose of the fund’s program in the first years was to bring aid to the children 
of those countries of Europe who were the victims of aggression. During that 
period, a substantial portion of the fund’s resources were devoted to mass feeding. 
Under the new directive of 1950 the emphasis was shifted from mass feeding and 
Europe toward aiding children in the underdeveloped countries of Asia, Africa, 
and Latin America, the objective being to improve the permanent child health 
and child-welfare programs in these countries. 


ACCOMPLISHMENTS 


Types of aid given.—In the early days of the fund the aid granted in the field of 
supplementary feeding provided diets of skim milk, whole milk for infants, fats, 
fish liver oils, and some meat products. Allocations for this type of aid, begun 
in December 1947, were practically discontinued by 1950 except in terms of 
demonstration projects and emergency assistance. 

A continuing program of the fund is the antituberculosis vaccination program. 
Antituberculosis campaigns began in Europe but have now been extended to 
Asia, Latin America, the Middle East, and North Africa. 

Raw materials such as cotton, wool, and leather have been supplied for proc- 
essing into clothing, blankets, layettes, and shoes. Equipment and international 
advisory personnel have been supplied for child health centers and for training 
workers within the countries for maternal and child health services. 

Insecticides, pencillin, vaccines, transport, and sprayers have been supplied 
to aid projects for the control of communicable diseases, including prenatal 
syphilis, malaria, yaws, diptheria and whooping cough. Such simple but highly 
effective products as DDT, sulpha drugs and antibiotics were completely lacking 
in the war-devastated countries, and are now either lacking or in extremely short 
supply in many of the underdeveloped countries. 
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The fund has provided equipment for drying or pasteurizing local milk in order 
that the countries receiving assistance may serve children with free supplementary 
milk on a continuing basis. 

The fund has aided in the establishment of two permanent institutes, namely 
the International Children’s Center in Paris and an All India Institute of Hygiene 
and Public Health in Calcutta. 

Number of children reached.— Although it is difficult to estimate the total number 
of children reached through the UNICEF program) a few examples show that it 
is large in proprotion to the sums expended. The antituberculosis campaign, 
begun with the help of the Scandinavian countries and now carried on with thi 
help of World Health Organization, has reached 16,000,000 children in) Europ: 
alone from 1948 through 1951. Of these, 8,600,000 were vaccinated and millions 
more were reached in the north African and eastern Mediterranean countries 
In Eeuador, Mexico, India, Pakistan, Ceylon, Malaya, and Singapore a combined 
total of nearly 10,000,000 were tested and over 4,000,000 vaccinated. 

Totals for other UNICEPF-WHO assisted campaigns likewise run into many 
millions. Campaigns against vaws, bejel and syphilis in Asia, the eastern Medi 
terranean, and Latin America are expected to reach 23,000,000 persons. Th 
insect-control campaigns against malaria, typhus, and other diseases will reach 
nearly 20,000,000. Various immunization programs will reach 1,250,000) and 
other miscellaneous projects some 3,700,000. A completely accurate total cannot 
be given as the same child may benefit from more than one program. Also, 
UNTCEF is aiding more than 400,000 children among the Arab refugees, 100,000 
children in the drought-stricken area of Brazil and 75,000 children in the drought- 
stricken state of Madras, India. 

PROGRAM 


As mentioned above, the program of the fund has shifted both in area and in 
type of project. The programs are now more concentrated in Asia, the Middle 
east, and Latin America and the type of project has changed from mass feeding 
to more comprehensive maternal and child health activities. With respect to 
Rurope, the fund’s resident missions in Hungary, Rumania, Buigaria, Finland, 
and Poland were terminated during 1950. The fund’s allocations for Albania 
and Communist China were suspended due to the failure of the authorities of 
these countries to meet the requirements of international agreements. 

At the most recent executive board meeting of UNICEF (April 1952) alloca- 
tions were approved totaling $9,366,000. This aetion made the total allocated 
since June 30, 1951, $18,916,000, leaving an additional $11,084,000 to be allocated 
in order to carry out the program of estimated requirements (target budget 
totaling $30,000,099 adopted for the fiscal year 1951-52 by the exeeutive board 
at its meeting May 22-24, 1951. Funds are needed in order that these alloca 
tions may be made. 

The proposed total UNICEF target budget for the period July 1, 1952, to June 
30, 1953, amounts to $20,000,000 distributed as follows: 


BY AREA 

Africa S1, 710, 000 
Asia , 630, 000 
Eastern Mediterranean . 850, 000 
Europe 750, 000 
Latin America 2, 460, 000 
Global projects 500, 000 
Emergeney situations . 000, 000 
Freight 2, 100, 000 
Administration , 000, 000 
Total 000, ODO 


BY PROJECT 


Supplies and equipment for basie maternal and child welfare pro- 
grams $2, 375, 000 
Maternal and child welfare training programs 780, 000 
Maternal and child welfare mass health programs 5, 090, 000 
Feeding, including milk conservation 3, 155, 000 
Global projects 500, 000 
Emergeney situations , 000, 000 
Freight 2, 100, 000 
Administration . 090, 000 
Total 000, 000 





UNITED STATES INTERES 


The basic humanitarian interest of the people of the United States in the work 
of UNICEF continues. Governments, particularly those of the underdeveloped 
countries, should be encouraged and strongly assisted in their efforts to meet the 
minimum medical and nutritional needs of their children. It is in the direct 
interest of the United States Government that it support international children’s 
welfare activities under the terms of the General Assembly resolution con- 
tinuing the fund through December 31, 1953. 


BASIS OF ESTIMATE 


Through September 14, 1951, the poliey of the fund by which a benefiting 
country makes its own contribution to aetivities within its territory has resulted, 
on the average, in every dollar of allocated funds being matched by approxi- 
mately $1.15 of receiving-country contributions. Since the last contribution by 
the United States 38 additional contributions or pledges (unmatched by the 
United States) totaling $3,837,000 have been made. On the basis of the one-third 
of total contributions proviso appearing in the House bill, the United States 
would need $9,705,300! to match these “external” contributions and pledges plus 
the receiving-country contributions at 115 pereent of external contributions. It 
would require new pledges and contributions of only $2,678,745 from other 
governments, together with receiving-country contributions at 115 pereent, to 
require an additional $6,775,650? from the United States, thereby completely 
utilizing the $16,481,000 requested in this estimate. In view of the fact that 
the $3,837,000 already contributed or pledged by other countries was received in 
10 months (July 1951 to April 1952) it would not seem unreasonable to assume 
that in 20 months (May 1952 to December 1953) considerably more than the 
$2,678,745 mentioned above would be contributed or pledged. Anything re- 
ceived from other governments above this amount would serve to reduce the 
percentage of United States contributions below the 334, pereent prescribed by 
the House bill. It is believed that the amount of $16,481,000 requested is justi- 
fied as a manifestation of the interest of the United States in the program of 
UNICEF for the fiseal vears 1952 and 1953. 

Mr. Gary. The request for the fiseal vear 1953 is $16,481,000. 
There was no appropriation in 1952. 

Mr. InGram. This is the Children’s Organization of the United 
Nations which we discussed in connection with our technical assist- 
ance request. The last appropriation of the United States in support 
of this Organization was $5,750,000, which was appropriated in June 
of 1951. That is a part of the $6,953,241 shown as the 1951 obliga- 
tion. The balance in that amount, of $1,203,241, represents the last 
payment of the $75,000,000 previously appropriated. 

We are requesting a contribution of $16,481,000 for this extended 
period of the Childrea’s Fund’s life in addition to the $5,750,000 pre- 
viously appropriated. 

The Children’s Fund is dependent for the most part on voluntary 
contributions from governments, though it does have some income 
irom private sources. 


BUDGET OF CHILDREN’S FUND 


For the fiscal vear 1953 the Children’s Fund set a goal of $30,000,000, 
which it wishes to collect and allocate. These allocations would be 
toward worthy projects which have been submitted to it by coun- 
tries requesting aid for their children. 


$3,837 000+ $0,705,350+ $15,573,700 (115 percent) = $29,116,050; 3314 percent of $20,116,050= $9,705,350 
2? $2,678,7454-$6, 775, 050-4- $10,872,555 = $20,326,950; 3344 percent of $20,326,950= $6,775,650 
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Its resources to date have permitted the allocation of $18,900,00: 
through April of this year, and that includes the $5,750,000 whic! 
we last contributed. 

This would leave $11,100,000 of the 1952 target unrealized. 

For the fiscal vear 1953 the target is $20,000,000, which means » 
total amount of $31,100,000, whic h they w quid hope to have to allo 
cate through June 1953. 

If the amount requested here of $16,481,000 is made availab], 
operating under the formula of the authorizing legislation to the effec: 
that our contribution should not exceed one-third of the total con. 
tributions, including those of receiving countries, we could pay out 
$9,700,000 now; that is, they have received from other government: 
$3,837,000 since we last made a payment and which we could proper!) 
take into consideration. 

If other governments should contribute another $2,700,000, we 
could then contribute the remainder of approximately $6,800,000 
That would leave $11,900,000 still not met. 

The Children’s Fund at the present time is virtually out of resources. 
However, it could release $1,500,000, which is still held in its China 
reserve. 

Other income and private contributions over this forthcoming 
period, if they continue at the same rate, would produce another 
$1,100,000. This would leave approximately $9,300,000 which would 
have to come from other governments. Of this amount, approni- 
mately $5,900,000 is in the process of negotiation now and should be 
received. This would still, however, give them a shortfall of ove: 
$3,000,000 insofar as their target total is concerned. 


COUNTY CONTRIBUTIONS 


Mr. Gary. Does not this operate like the other fund? When you 
go into a country, the country itself puts up a part of the money? 

Mr. Incram. The countries have averaged over 115 percent as ther 
contribution toward these programs, toward the money which the 
Children’s Fund bring in externally. 

Mr. Gary. They match the fund? 

Mr. Incram. That is correct. They undertake certain obligations 
to do things they would not otherwise do in the way of child-welfare 
programs. I think it is significant the way this program has changed 
from its mass-feeding program in Europe. Of the last allocation of 
$8,650,000, only $2 640, 000 went for milk. 

Now, the great bulk of this $2,045,000, was to meet emergencies; in 
particular $1,260,000 was contributed for the benefit of Palestine 
refugees, and beyond that $80,000 to Jordan refugees. In the famine 
areas of India they spent $185,000 for milk, and in the drought areas 
of Brazil, $520,000. There are other food expenditures in the neigh- 
borhood of $444,000. 

The principal expense item was for DDT, which was in the amount 
of something over $1,000,000. They spent $750,000 for transport. 

Mr. Gary. Is the DDT for malarial control? 

Mr. Incram. Yes, sir. $707,000 for penicillin and other antibiotics: 
$618,000 for hospital and clinical supplies; $800,000 for milk-plant 
equipment, and $1,651,000 for training programs, laboratory supplies, 
and so forth. 
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I cite those to indicate that this program today is directed toward 
the provision of supplies in support of technical assistance work in 


underdeveloped countries. 


PERCENTAGE JU. 8S. CONTRIBUTION 


Mr. Gary. What percentage will we contribute? 

Mr. Incram. We will contribute 33% percent of the total contribu- 
tion, which meludes the undertakings of the governments to receive 
aid. 

Mr. Gary. We thank you gentlemen very much. 

We will meet again tomorrow morning at 10 0’clock. 


THURSDAY, JUNE 19, 1952. 
ADMINISTRATIVE EXPENSES 
WITNESSES 


OFFICE OF THE DIRECTOR FOR MUTUAL SECURITY 


Cc. TYLER WOOD, ASSOCIATE DEPUTY DIRECTOR 
WILLIAM J. SHEPPARD, EXECUTIVE ASSISTANT 
JOHN E. MURPHY, COMPTROLLER 


MUTUAL SECURITY AGENCY 
GEORGE W. LAWSON, JR., DIRECTOR, BUDGET DIVISION 


DEPARTMENT OF STATE 


EDWIN A. MARTIN, SPECIAL ASSISTANT TO THE SECRETARY FOR 
MUTUAL SECURITY AFFAIRS 

DONALD G. SCHULER, CHIEF, DIVISION OF BUDGET 

STANLEY ANDREWS, ADMINISTRATOR, TECHNICAL COOPERATION 
ADMINISTRATION 

GEORGE J. AITKEN, CONTROLLER, TECHNICAL COOPERATION 
ADMINISTRATION 

HAYWOOD P. MARTIN, ASSISTANT ADMINISTRATOR FOR MAN- 
AGEMENT, TECHNICAL COOPERATION ADMINISTRATION 

PHILANDER P. CLAXTON, SPECIAL ASSISTANT TO THE ASSISTANT 
SECRETARY FOR CONGRESSIONAL RELATIONS 


DEPARTMENT OF DEFENSE 


ROBERT E. O’HARA, BUDGET OFFICER, FOREIGN PROGRAMS, 
OFFICE OF THE SECRETARY OF DEFENSE 


Mr. Gary. The committee will come to order. 

We will take up this morning the administrative expenses, and in 
this connection we will insert at this point in the record pages 1, 7, 8, 
and 9 of the justifications. 

(The pages referred to are as follows: ) 
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Mr. Gary. From these tables it appears that the over-all adminis- 
trative expenses for the year 1953 are $43,790,000 in United States 
money; $30,719,000 in local currency equivalent of United States 
dollars, making a total of $75,840,600, as compared with an amount 
of $42,031,200 for the fiscal vear 1952, plus, $27,917,900 in local cur- 
rency equivalent in United States money, making a total of $69,- 
949,100. This represents an increase over 1952 of $5,891,500. 

Mr. Suepparp. | believe the $43,790,000 represents an increase 
from last vear’s obligation total of $4,559,900. You see, there is a 
deduction down there. 

Mr. Gary. I was using the $75,000,000. 

Mr. Suepparp. That has a deduction of $1,331,600 for the 5 per- 
cent personnel ceiling reductions. 

Mr. Gary. Then the $75,840,600 shown in the table as the total 
for 1953 should be changed to $73,702,200; is that right? 

Mr. Suepparb. Yes, 

Mr. Mureuy. Take the $75,840,600 figure and subtract from it 
the net difference shown for the second two items, $1,331,600, and 
you get $74,509,000. 

Mr. Gary. Then the total figure for the fiscal year 1953 is $74,- 
509,000? 

Mr. Murpny. Yes; which ts $4,559,900 higher than 1952. 

Mr. Gary. That is an increase then of $4,559,900 over 1952? 

Mr. Woop. Mr. William J. Sheppard, executive assistant to the 
Director for Mutual Security, will be the main witness dealing with 
the administrative budget part of the presentation, and I will ask 
him now to proceed, if I may. 


GENERAL STATEMENT 


Mr. Suepparp. If it is satisfactory to the chairman and the com- 
mittee I would like to describe briefly the organizational changes that 
have taken place since the Mutual Security Act of 1951 was enacted. 

Mr. Gary. This relates to the over-all picture of all agencies? 

Mr. SHepparpb. Yes; that is correct. 

Mr. Gary. We will take up each agency separately subsequently? 

Mr. Sueprparp. Yes. Witnesses are here for that purpose. 


ORGANIZATIONAL CHANGES 


There have been two important organizational changes since the 
act was passed. 

As you gentlemen know, the Mutual Security Act of 1951 made 
provision for the appointment of a Director for Mutual Security in 
the Executive Office of the President. 

The President appointed Mr. W. Averell Harriman to this position 
on October 31, 1951. 

Section 501 (a) of the act which authorized the appointment of 
the Director, made bim responsible for three primary functions: (1) 
To give general direction, supervision, and coordination to the total 
Mutual Security Program under the direction of the President; (2) 
to prepare and present unified programs for Mutual Security to the 
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Congress; (3) to prepare reports on activities under the act for trans- 
mittal from the President to the Congress. 

On November 1, 1951, the President issued Executive Order 10300, 
which delegated to the Director the greater part of the President’s 
responsibility under the act, including the authority to allot funds 
to the agencies to carry out the programs. 

The act also provided for the abolishment of the Economic Co- 
operation Administration and for the creation of a new agency to be 
called the Mutual Security Agency. 

It provided that the Mutual Sec urity Agency also would be headed 
by the Director for Mutual Security. The act therefore gave to the 
Director for Mutual Security two jobs; one, a coordinating job, to 
coordinate the military, economic, and technical assistance programs 
among the three agencies, and the second job, to head one of the 
agencles concerned. 

Now, what this really meant was that there had been created a small 
coordinating office to give general direction to the programs, but that 
the programs would be executed through the established agencies of 
the Government. 

So there would be no confusion between Mr. Harriman’s two jobs, 
the one in the Executive Office of the President as the Coordinator, 
and the job as head of the Mutual Security Agency, he has delegated 
to the Deputy Director for Mutual Security, Mr. John Kenney, the 
authority and responsibility for operating the Mutual Security Agency. 

The result is that Mr. Harriman in the Executive Office of the 
President has one very small steff which heips him with the coordi- 
nating job. Then you have in the Agency another staff woich carries 
out the defense-support assistance responsibility. 

I might pause briefly to say in organizing the Office of the Director 
for Mutal See uritv, we were facing a very natural tendency, and a 
real temptation, which occurs in most situations of this kind, to build 
up a large overhead staff. Mr. Harriman insisted that that not be 
done, and in order to avoid a very costly overhead staff which would 
second-guess the agencies and get into their business, we have held 
the number of people in the Office of the Director to a very small 
number. We had 86 people as of last mght. 

The manner in which the program operates is fairly simple. Several 
months before the figures are due at the Budget Bureau, Mr. Harri- 
man issues instructions to the agencies for the development of pro- 
grams for the succeeding vear. He includes assumptions of national 
security objectives and policies. The programs are then developed, 
starting at the country level; come up in Europe through the regional 
level in Mr. Draper’s office, and come into Washington for further 
refinement. They are then approved by the Director and President 
and submitted to the Congress. After congressional action is com- 
pleted, the agencies refine the programs in accordance with the intent 
of Congress, submit them to the Director for approval, and he then 
allocates funds for their execution. 

From the point of allocation of funds forward, the job is pretty 
much up to the agencies to carry them out. In other words, the 
Director does not “second-guess and look over the shoulder of the 
agencies on the execution “of the programs. He keeps himself in- 
formed by reports about how the programs are coming, whether they 





are achieving their objectives, but generally he does not get down ani 
try to second-guess the agencies on the execution of the program. 

The second important organizational change which has occurred 
since the Act was passed involves the regional level organizations in 
Europe. 

As you gentlemen recall, there was formerly a United States deputy 
to the North Atlantic Council in London, Ambassador Spofford. 
There was a Mutual Security special representative, or economic 
cooperation special representative in Paris, Ambassador Katz, and 
then there were certain defense elements in Europe. 

In recognition of the fact that the Mutual Security Program, the 
NATO organization, and the other European regional organizations 
are so closely interrelated, steps have been taken since January to 
create in Paris one United States representative who represents the 
Secretary of State, the Secretary of Defense, the Director for Mutua! 
Security, and the Mutual Security Agency. That is Ambassador 
William H. Draper, Jr. 

Ambassador Draper is also the United States permanent repre- 
sentative on the North Atlantic Council, and as such is the top civilian 
representative of the United States Government in Europe. 

In addition to this organization I am describing there is—and | 
want to call the committee’s attention to this point—in existence an 
Interagency Committee. 

Last vear there was considerable question about the committee-type 
operation. Shortly after Mr. Harriman was appointed he created a 
Mutual Assistance Advisory Committee which has on it members 
from State, Defense, Treasury, the Mutual Security Agency, and 
observers from other agencies. 

Now, this committee is wholly advisory to the Director. It con- 
siders items that the Director refers to it. It has no powers of de- 
cision of itsown. It is strictly a method to get the interested agencies 
together to talk out some of their common problems. 

Now, that is a very, very brief sketch of the organizational arrange- 
ments that have taken place since the act was passed. 

I will move on to the estimates unless there are some questions on 
the organization. 

Mr. Gary. We probably better take the estimates up by agencies. 


VARIATIONS FROM PRIOR YEAR'S ESTIMATE 


Mr. Suepparp. There are some general comments I would like to 
make about them, if I may. 

The first point that I would like to make about the estimates is 
that we have not included in this year’s estimates some of the things 
that were in them last year. There are two items in particular. 

Last year we included in the administrative expense estimates 
an amount of $9,416,000 for a NATO contribution. That has already 
been justified in connection with Title I programs, so that is not in 
the estimate this year. 

There was another item which is not included in the administrative 
estimates this vear that was included last year covering a fairly large 
number of white-collar employees of the Department of Defense 
who had been engaged in their supply depot operations, fiscal work, 
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bills of lading work, etc., in connection with the shipment of arms to 
the recipient countries. 

The reason for this change was to make it consistent with the rest 
of the Department of Defense’s accounting and reporting. They 
have a system of accounting and reporting divided between adminis- 
trative expenses on the one hand and so-called project expenses, or 
operating expenses, on the other. 

These items which have been carried in administrative expenses up 
until this time are more appropriately project expenses, and the De- 
partment of Defense has requested authority to charge those expenses 
next year against their program expenses rather than their adminis- 
trative expenses. 

Mr. Taper. That means that you will have a very considerable 
increase in the administrative expense figure, more than first glance 
would indicate? ° 

Mr. Suepparp. Let me say this, Mr. Taber. These columns are 
comparable. We did not show those items in the 1952 column, either, 
so these columns are comparable. You see for the items which we 
have in for 1953 we also show the comparable obligations for 1952. 

Mr. Taner. Will we get those project items as we go through with 
this? 

Mr. SHepparp. Yes. 

Mr. Taser. So we can find out what the picture actually is? 

Mr. Suepparp. Yes. The Department of Defense’s representa- 
tives will be prepared to testify on those items. 

The second point which you have noticed already is the question 
of these adjustments for the Ribicoff amendment down at the bottom 
of the first table. Those adjustments are explained in this way: 
Prior to the passage of the Ribicoff amendment we estimated that the 
administrative expenses for 1953 would require the figure given, 
$45,121,600. We further estimated that the effect of the Ribicoff 
amendment—and this was a preliminary estimate necessarily— would 
reduce those estimates by $1,735,000. 

Now, the plus of $403,400 is accounted for by the fact that the 
Department of Defense has already made a preliminary adjustment 
in their figures, in their column, to reflect the Ribicoff amendment. 
However, the other agencies did not. 

Now, I am very sorry it was necessary to submit the estimate in 
this form. However, time just did not allow us to refine the estimate 
and go back and refine all the tables to take into account the Ribicoff 
amendment. 

I might just touch on some of the high lights of the total estimate. 

Of the total estimate the Mutual Security Agency reflects a dollar 
reduction between 1952 and 1953 of $1,057,000. The Department 
of State reflects a dollar increase of $1,608,700. The Department of 
Defense a dollar increase of $2,204,100. The office of the Director for 
Mutual Security an increase of $334,600. The representatives of the 
agencies will testify in detail to the reasons for those decreases and 


increases. 
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DISTINCTION OF DEPARTMENTAL EXPENSE 


Mr. Gary. What is this “departmental’’? 

Mr. Suepparp. That is Washington expenses, plus what we call! 
field United States expenses; in other words, departmental would |x 
United States expenses, or domestic expenses. 

I would also like to mention that in developing these estimates this 
vear, the first call which went to the agencies for estimates included 
Mr. Harriman’s personal instructions on the policies on which hi 
wanted the administrative expenses estimates developed this year. 
Those policies were first, that maximum possible utilization should 
be made of foreign currencies to save appropriated United States 
dollars; second, that the most efficient and economical use should be 
made of personnel to try to reduce the number of people involved; and 
third, that a thorough examination should be made of all administra- 
tive operations to see what further economies could be effected. 

Now, Mr. Lawson is here to testify on the Mutual Security 
Agency’s detailed estimates. 

That is all ] have to say at this time, Mr. Chairman. 


PROVISION OF AVERAGE GRADE AND SALARY DATA 


Mr. Gary. The 1952 Supplemental Appropriation Act provided: 
and each annual and supplemental budget estimate shall include a statement 
carrying the average grade and salary provided for in each item of the appro- 
priation of fund allowance therein with similar figures reported for the two previous 
periods. 

Have you that estimate? 

Mr. Suepparp. Those are in preparation now, sir. The agencies 
will be ready to testify on those figures by the time we get to Mr. 
Lawson. 

Mr. Murpuy. They are in process of preparation. Again, it was 
a time factor. We have them finished for some agencies and for 
others we have not had the time to type them up and duplicate them. 
We propose to have them here. 

Mr. Gary. Can you tell us whether they are higher or lower this 
year? 

Mr. Murpuy. We can see as we get to each individual agency. 
The witnesses will have a statement with respect to that, Mr. Chair- 
man. I do not know that there is any one answer that would apply 
across the board. 


MUTUAL SECURITY AGENCY 


Mr. Gary. We will proceed to consider at the present time the 
Mutual Security administrative expenses, and in that connection 
we will insert pages 11, 17 and 18 of the justifications. 

(The matter referred to follows :) 
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Mr. Gary. Would you like to make a general statement, Mr. 
Lawson? 
GENERAL STATEMENT 


Mr. Lawson. Mr. Chairman. I think the best general statement 
that could be made about the MSA budget for the fiscal year 1953 
would be to compare the three years—1951, 1952, and 1953—in the 
table on page 11, which shows the estimated obligations for the 3 years 
declining steadily from $17.9 in 1951 to $17.6 million in 1952, and, as 
Mr. Sheppard has said, to $16.553 million in 1953. 


APPLICATION OF RIBICOFF AMENDMENT 


Now, in applying the Ribicoff amendment to the Mutual Security 
Agency estimates, we estimate that it will bring our expenses down 
another $1,037,569, which would make our total administrative 
dollar requirement for 1953, $15,415,431. 

Mr. Gary. Then, the figure appearing on the table on page 11 of 
$16,553,000 should be changed to $15,515,431; is that correct? 

Mr. Lawson. That is correct. That is part of the total reduction 
shown on page 1. 

Mr. Gary. [ understand. 

Mr. Lawson. That is our preliminary calculation of the effect of 
the Ribicoff amendment on our estimate. 

Mr. Gary. Then in addition to that you have a dollar equivalent 
of local currency payments of $15,945,000? 

Mr. Lawson. That is correct before applying the Ribicoff amend- 
ment. After application of the amendment the amount is $15,458,300. 

Mr. Gary. What was that figure for 1952? 

Mr. Suepparp. May I mention a point applying to all agencies 
concerning the Ribicoff amendment? The Ribicoff amendment re- 
quired a reduction of 5 percent in certain classes of personnel em- 
ployed from administrative expenses as of June 1. Now, operating 
around the world, as these agencies are, it has not been possible for 
them to get the figures on what the actual head count was on June 1. 
For that reason the total reduction possible, the $1,735,000 which we 
estimated, plus this estimate Mr. Lawson gave, plus the Defense De- 
partment estimate, all are fairly rough figures. I do not want to leave 
the impression that they are final figures. 

Mr. Lawson. On your question of the comparative local currency 
costs, for 1952 we estimate that we will spend $18,508,825 in local 
currency as against $15,458,300 in 1953. 

Mr. Gary. What for 1951? 

Mr. Lawson. In 1951 it was $18,537,245, so we have had a pro- 
gressive decline in the use of local currency; that is, the volume of 
local currency used. 

Mr. Gary. Your total request then of dollar requirements and the 
dollar equivalent of local currency payments for 1953 is $31,460,431? 

Mr. Lawson. The amount would be $30,973,731 applying the 
Ribicoff amendment to both United States dollars and local currency 
dollar equivalents. 

Mr. Gary. As compared with $36,118,825 for 1952 and $36,469,815 
for 1951? 

Mr. Lawson. That is correct. 
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Mr. Gary. So that means an over-all decrease of $4,658,495 in the 
fiscal year 1953 over 1952? 

Mr. Lawson. That is right, in dollars and local currency equivalent, 
before applying the effect of the Ribicoff amendment to local curren- 
cies, Which would bring the difference to $5,145,094. 

Mr. Gary. What about the average salaries and grades? 


AVERAGE GRADES AND SALARIES 


Mr. Lawson. On the average salaries and grades, Mr. Chairman, 
this includes the Mutual Security Agency, the Control Act, and the 
Office of the Director of Mutual Security. 

The average salaries were general scheduled grades—for 1951, 
$5,357; for 1952, $5,842, and for 1953, $5,882. The average grades 
for the 3 vears, respectively, are GS 8.6, GS 8.8, and GS 8:8. 

For the Foreign Service Reserve officers, who are the MSA officers 
serving overseas under the Foreign Service Act, the average salary for 
the 3 years is $10,654 in 1951; $11,691 in 1952, and $11,842 2 in 1953. 

The average grade for the 3 years, for 1951, FSR 1.9; 1952, FSR, 
1.86, and for 1953, FSR 1.8. 

Foreign Service Staff officers, 1951, average salary, $5,140; for 
1952, $5,729; and for 1953; $5, 804. 

The average grades, FSS 8.2 for 1951; FSS 8.1 for 1952; and FSS 
8.0 for 1953. 

In general, Mr. Chairman, that is the story of the Mutual Security 
Agency’s 1953 picture. 

We have, as Mr. Sheppard pointed out, looked for places in which 
to make economies, both in people and in other objects. 

We have made an effort over the years to make a maximum. use of 
local currency in lieu of appropriated dollars. It has been a consistent 
policy and it has, I think, paid off for the taxpayer. 

Mr. Gary. Do you have a table for these figures that you have just 
given us? 

Mr. Lawson. We can insert one in the record. 

(The matter referred to is as follows:) 


Mintirary Asststance, Evropse, Tirite I, Murvan Securrry Act, Executive 
(ALLOCATION TO Murua Securtry Acrency), INetuptina DMS 


Obligations by objects 





| } aie 7 





j -, | Estimate, | Estimate, 
Actual, 1951 | 1952 | 1953 
Summary of personal services | | 
Total number of permanent positions.__...........---.------- 2, 800.0 | 2, 948.0 | 2, 458.0 
Full-time equivalent of all other positions... ws hah olsen aid sei | 126.3 | 121.8 | 81.0 
Average number of all employees. ..........---...--.--..-...- 2, a 50. 7 7 | 2, 456.1 | 2,177.4 
Average salaries and grades: } 

General schedule grades: | | 
BE RPE a ore eae LAS eT, $5, 357 | $5, 842 $5, 882 
Average grade P GS-8. 6 | GS-8.8 GS-8. 8 

Foreign Service reserve officers (Foreign Service Act of | | 

1946): | 
Average salary .- = ee actos snsbeae =! $10, 654 | $11, 691 $11, 842 
Average grade .| FSR-1.9 | FS R-1.86 | FSR-1.8 

Foreign Service staff officers stk ign Service Act of 1946): | | 

Average salary__...____- Re ESSE PITS $5, 140 | $5, 729 | $5, 804 


Average grade SSSR aR SAR Ateneo | FSS-8. 2 | FSS-8. 1 | FSS-8.0 
| { 
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Murua Security, ExecutTive OFFICE OF THE PRESIDENT 


Obligations by objects 


Actual, Estimate, Estimate, 
1951 1952 | 1953 
, 
Personal services obligations: 

Permanent positions : $11,919, 509 | $13, 482, 073 $12, 661, 2! 
Part-time and temporary positions bab ‘ 717, 594 735, 555 461, 635 
Local personnel . 55, 044 15, 093 3, 300 
Reguler pay in excess of 52-week base -- ape 18, 889 67,197 | 51,31! 
Payments above baste rates . 360, 824 470, 139 | 499, 237 
Payments to other agencies for reimbursable details —.__- 139, 437 162, 018 | 165, 697 


Total personal service obligations - 13, 211, 297 14, 932, 075 13, 842, 304 


OBLIGATIONS FOR OVERTIME 


Mr. Gary. What are your obligations to date for overtime? 

Mr. Lawson. For 1952 we estimated, Mr. Gary, $312,056, a 
portion of which is paid in local currencies. That would be based on 
actual obligations through April, and estimated for May and June. 

Mr. Gary. What is your actual up to April? 

Mr. Lawson. I do not have the figure. [| will supply it for the 
record. 

(The matter referred to follows:) 

The actual United States dollar obligations for overtime pay through April 30, 
1952, was $109,800. 


NUMBER OF POSITIONS ABOVE $9,600 


Mr. Gary. You have 257 out of 1,070 positions at salaries of 
$9,600 or more. Is that a fair average compared with the other de- 
partments, or do you know? 

Mr. Lawson. Well, it would vary with the departments and 
agencies. It is probably more favorable than some and less favorable 
than others. 

Mr. Taner. Which would you say are higher? 

Mr. Lawson. I would think that the Council of Economic Advisers 
would probably be higher. 

Mr. Taner. They have about seven people altogether. 

Mr. Lawson. I think more than that. I think that it) would 
probably be lower than the Bureau of the Budget. 

Mr. Suepparp. It would be higher than something like the 
Veterans’ Administration. 

Mr. Lawson. Or the Department of Commerce, where you have 
large outfits processing a large volume of routine business which we 
do not do. For instance, the Patent Office in Commerce. 

Mr. Taner. You do not use then the up-to-date machinery that 
requires large numbers of these lower-priced people; is that right? 

Mr. Lawson. Yes, we 

Mr. Taper. You do not do that. They do all the multiplying and 
adding and dividing in their heads, or with a pencil; is that it? 

Mr. Lawson. No, sir. We use modern equipment. One thing 
we do thet I think is a saving to the taxpayers overseas is to use local 
personnel wherever we can to do the routine figure work. They cost 
considerably less than American personnel. ' that sense we are 
using people and not machines. They are less expensive people. 
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Mr. Taser. Is that group less expensive than machines? 

Mr. Lawson. I think that is a hard comparison to make. Where- 
ever we can we use labor-saving devices. For instance, calculating 
machines, and that sort of thing. 

Mr. Suepparpb. | might mention in the Mutual Security Agency 
much of their overseas administrative work, which requires people 
overseas and in Washington, is done by the Department of State, so 
a lot of the clerical people who are supporting the Mutual Security 
operations show up on State payrolls, which would have in effect on 
their average annual salary. 

Mr. Taser. You mean that they are paid out of appropriations 
other than these? 

Mr. SHEPPARD. No, sir; they are paid from this appropriation. 


TRAVEL AND TRANSPORTATION OF THINGS 


Mr. CLevencer. Could you give us some figures on travel and 
transportation of household goods? Can you give us some idea how 
much per employee it will take in addition to the salary figure? 
Could we have some sort of composite figure on that? 

Mr. Lawson. Yes. We have figures that we have worked up and 
they will vary for Europe and the Far East. The average per man 
figures for the various objects of expenditures—— 

Mr. CLEVENGER. Just give me an area average. Europe should not 
be as high as the Far East? 

Mr. Lawson. The travel would not be as high in Europe as in the 
Far East; that is right. Transportation of household goods for instance 
in Europe we figure an average cost of $410 per shipment. There is 
no figure for Washington. We do not have anything for the Near 
East. The cost per man in the Far East for “Object 03. Transporta- 
tion of things,”’ in 1952 was $752 per man-vear and in 1953, $708. 

Mr. CLeveNGER. Is there a housing figure? 

Mr. Lawson. Yes; our allowances follow the allowance schedule of 
the Department of State, and so it would be the same in Europe or 
the Far East, or any particular country. 

Mr. Cievencer. And the hardship differentials would follow the 
same pattern? 

Mr. Lawson. They would follow the State Department differentials. 


RIBICOFF AMENDMENT 


Mr. Taser. | wonder how much you are going to deduct from the 
amount of your ‘‘Travel” appropriation and that sort of thing to cor- 
respond with the Ribicoff amendment. 

Mr. Lawson. I am not sure that the reduction in personnel, Mr. 
Taber, as a result of the Ribicoff amendment is going to reduce mate- 
rially our requirement for travel. Fewer people to get more places 
to look at more things may possibly raise the travel cost of the Agency 
As a matter of fact, we estimated that in applying the Ribicoff amend- 
ment it would not affect the travel cost, so this reduced estimate J 
gave you does not reflect any reduction in travel. 

Mr. Sueprarp. These agencies will have to bring some of their 
people back home from overseas, which will result in transportation 
for their families and their furniture and that sort of thing, so it is 
possible that this vear the travel cost might even increase slightly. 


20806 —-52——50 
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TURN-OVER IN PERSONNEL 


Mr. Taser. How much turn-over rate do you have in your per- 
sonnel? 

Mr. Suepparp. I do not have the total figure. Do you have it 
for MSA, Mr. Lawson? 

Mr. Suppparp. No. 

Mr. Lawson. May we insert that in the record? 

Mr. Taser. Do you not have any idea about such things as that? 

Mr. Lawson. Yes, sir; we have the figure. I do not have it right 
at hand. I can tell you our estimated turn-over in detail. I do not 
have it on a percentage basis. 

Mr. Taser. That is all right. 

Mr. Lawson. 450 people in Washington, 324 in Europe, and 63 for 
the Far East. 

Mr. Taser. Every one of those figures is more than 5 percent of 
the number employed in each instance? 

Mr. Lawson. Yes. 

Mr. Taser. So, you really, as a result of that amendment will 
not have any extra travel over what you estimate anyway? 

Mr. Lawson. That is about right. I do not think there would be 
any decrease either. 

Mr. Suepparp. That would assume that the people we are going 
to lay off would be the ones who would quit anyway. 

Mr. Taser. That might be. 

Mr. Suepparp. But certainly there would be some overlap. 

Mr. Taper. Well, there would be many more going off, and I 
would expect that you would have some people who are misfits, or 
you would need to fill a lot of these vacancies. Is your picture pretty 
bad along that line? 

Mr. Lawson. No, sir, I do not think it is, Mr. Taber. We are a 
temporary agency. People do not join MSA as a career. They 
normally expect to contribute a couple of years, particularly if they 
vo overseas, and we cannot expect them to stay very much longer 
than that, although we do have cases where they do renew their 
contracts. So, that is going to keep the turn-over overseas high. 


REASONS FOR HIGH AVERAGE SALARY 


Mr. Gary. In answer to my question a few moments ago about the 
classification of these positions you stated that it is higher than in 
some of the agencies and probably lower than in some others. Why 
is it higher than in some of the agencies? Is there anything peculiar 
about this Agency that would require a higher classification? 

Mr. Lawson. I[ think that there are a number of reasons, Mr. Gary. 

First, the Agency is a temporary one, and you need to have some 
inducement to get people to come in. 

Second, we have attempted to recruit broadly from private industry 
and from Government. It is difficult to get people from private in- 
dustry to come to Washington, even at the salaries we are able to offer. 
I think that is a problem that runs clear across the Government and 
is not necessarily unique to MSA. 

Further, the Agency does not process a large volume of routine 
business. It is concerned with the analysis of the economies of 
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countries that we are trying to get to contribute to the mutual security 
effort, and that requires high-grade employees. 

I think those are the primary factors that would result in a higher 
average salary for MSA than for some of the other agencies. 

Mr. Sueprarp. If I might, Mr. Chairman, add something again 
here, in 1952 the State Department had 382 man-vears average annual 
employment, by and large clerical help—processing vouchers, issuing 
supplies and doing administrative kind of work. If you added that 
382 at the much lower clerical level into this average I think you would 
find it would affect the average both at home and abroad to a con- 
siderable extent. 

GRADES OF STENOGRAPHERS 


Mr. Gary. Now, your stenographic assistance is largely at the GS— 
5 level. Why is that? 

Mr. Lawson. That is the grade, Mr. Gary, that it takes to get com- 
petent secretaries in Washington right now. 

Mr. Gary. Is that true of other Departments? 

Mr. Lawson. I know from painful personal experience that it is 
true in other agencies. 

LAPSES 


Mr. Gary. Why are your lapses computed at less than 50 percent 
of the prior actual figure? 

Mr. Lawson. One reason for that is that in the fiscal year 1952 we 
took approximately a 15 percent reduction in personnel. 

Mr. Suepparp. The effect of that is actually they are going into 
July 1 on practically a full employment basis because they have 
washed out all of their open positions, plus some of their personnel. 
They will take another 5 percent reduction later. So, they are really 
going into the Ist of July 5 percent above full employment, so that 
they will have all of their positions filled at the beginning of the year: 


VACANCIES 


Mr. Gary. How many positions are currently vacant? 

Mr. Lawson. Our current personnel statement, Mr. Gary, as of 
June 12 was 1,050 in Washington, and of this 1,050 980 were filled, 
which gives you 70 vacancies. 

Mr. Gary. How about the field? 

Mr. Lawson. I do not think our overseas figures are going to be 
that current. Can we find that figure and put it in the record, Mr, 
Gary? 

Mr. Gary. Yes; if you will. 

(The matter referred to is as follows:) 


There were 59 vacant positions in Europe as of April 30, 1952, and 7 in the Far 
Fast, as of the same date. 


ADDITIONAL PAY FOR SERVICE ABROAD 


Mr. Gary. Why does the item of, “additional pay for services 
abroad” go up when the number of personnel is coming down? It is 
just a small item? 

Mr. Lawson. That would be the differentials. 
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Mr. Gary. There is $35,500 for 1952, and $43,400 for 1953. 

Mr. Lawson. That would reflect our estimate of increased allow- 
ances at various posts. I do not have the exact answer to your ques- 
tion, Mr. Gary. 

Generally it would reflect increased costs at some of the posts be- 
cause of the rise in the cost of living. 


END-USE ASSISTANT 


Mr. Gary. What is an end-use assistant? 

Mr. Lawson. An end-use assistant is a man engaged in following 
the use of materials furnished by United States aid in a participating 
country to see that the goods are put to the purposes of the act. 

Mr. Gary. That requires a GS-15? 

Mr. Lawson. It could. The place where you would require a 
GS-15, Mr. Gary, would be an accountant who works with the 
French Government, for instance, in developing their internal contro! 
mechanisms to assure that the aluminum or steel that came from the 
United States would go into the uses that the United States ‘and 
French had planned for it to go into. In other words, he is a man 
who works with the French accountants and control authorities to 
develop their control system so that we can then rely on the French 
to do that job, rather than our spreading a large group of end-use 
assistants over the face of Europe to watch the material. 


EFFECT OF RIBICOFF AMENDMENT 


Mr. Taser. The whole picture seems to be on a basis of pretty 
near as much money as it was before, although you are supposed to 
have a reduction in the number of personnel. These figures were 
made up before the Ribicoff amendment, I expect; is that correct? 

Mr. Lawson. That is correct, yes, sir. 

Mr. Taser. So that we ought to take 5 percent off of the depart- 
mental set-up in order to get the actual figures for it? 

Mr. Lawson. Roughly, ves, sir. 

Mr. Taner. That would mean $6,300,000 on the first line on page 
17 instead of $6,600,000; is that right? 

Mr. Lawson. The reduction we take overseas as a result of the 
Ribicoff amendment would be $639,816. 

Mr. Taner. Overseas? 

Mr. Lawson. Yes, sir; in 1953. 

Mr. Taper. That is on page 18? 

Mr. Lawson. I am not working from page 18, Mr. Taber. 

Mr. Taser. From what are you working? 

Mr. Lawson. | am working from a worksheet on which we applied 
the Ribicoff amendment. 

Mr. Taser. I do not have that, so I cannot follow that, but tell 
me how it would affect the one on page 17 in the departmental set-up 
first, and then we will go into overseas. 

Mr. Lawson. Departmentally, as a result of the Ribicoff amend- 
ment, we reduced $6,661,000 by $397,000. 

Mr. Taner. That makes it what? 

Mr. Lawson. $6,264,000. 
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Mr. Taser. Referring to the figure down below that, your net 
personnel payments are what? 

Mr. Lawson. $6,402,600 is reduced to $6,004,847. 

Mr. Taser. And you have not reduced your personnel? 

Mr. Lawson. No, sir. 


OTHER OBJECTS OF EXPENSE 


Mr. Taser. And you have not reduced your transportation of 
things? 

Mr. Lawson. No, sir. 

Mr. Taser. Your communications figure is higher than the current 
figure this vear, and your figure for rents and utilities is almost the 
same. 

Mr. Lawson. Somewhat less, sir. 

Mr. Taser. Well, it is $4,000 less. 

Mr. Lawson. Yes, very little. 

Mr. Taper. Your printing and reproduction is $11,000 less, and 
your other contractual services about $39,000 less. 


OBLIGATIONS 


Have you given me your obligations in there for that $9 million 
figure at the bottom of page 17? 

Mr. Lawson. $9,208,000? 

Mr. Taper. Yes. 

Mr. Taser. Could vou do it as of June 1? 

Mr. Lawson. No; I can give vou the cumulative amount through 
April and estimates for May and June. 

Mr. Taner. April? 

Mr. Lawson. Yes. 

Mr. Taner. That is four-thirtieths. The obligations to April 30 
are What? 

Mr. Lawson. $14,946,287. 

Mr. Taner. No; out of that $9 million. 

Mr. Lawson. I am sorry. They are $8,016,487. [ was giving 
you the total, Mr. Taber. 

Mr. Taner. $8,016,000, and what is the last? 

Mr. Lawson. $8,016,487. 

Mr. Taner. And you expect to obligate in May and June what? 

Mr. Lawson. May, $606,730, and June, $584,783, a total of 
$9,408 000. 

Mr. Taser. Does that mean that vou are figuring on obligating 
the full amount of it before vou get through? 

Mr. Lawson. Yes, sir. 

Mr. Taner. Now, you seemed to have operated through the first 
10 months on a more liberal scale than the appropriation calls for. 
lL wonder why you did that? 

Mr. Lawson. Well, vou will recall, Mr. Taber, that as of the first 
of the year we were required to reduce our personnel by 10 percent. 

Mr. Taser. Yes. 

Mr. Lawson. That is January 1, and that would mean that our 
expenses during the latter half of the fiscal vear would drop. 
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RATE OF OBLIGATION PROJECTED INTO 1953 


Mr. Taser. Now, if we took your obligation rate for next year on 
the basis of the current picture for May your total figure for the year 
instead of being approximately $8,200,000 would be about $7,250,000. 
It is difficult to see why it should go up. 

Mr. Lawson. Actually we are going down, Mr. Taber, in Wash- 
ington. 

Mr. Taser. According to this you are going up. That is the 
thing that bothers me. Even after that reduction figure is out you 
are still up $1,000,000 over the May obligating rate. 

Mr. Lawson. The May obligating rate, as I understand it, that 
you gave would give you $7,250,000. 

Mr. Taner. W ell, I used that figure. It may be $7,275,000. 

Mr. Lawson. Yes; I think is is $272, 000 exactly. 

Mr. Taner. $275,000 probably. That would be more like it, but 
it is kind of difficult to see why it should be more than that. 

Mr. Lawson. In 1953 we are going to have the cost of bringing 
home the people that we will be reducing. 

Mr. Taser. They will not be any more than the normal attrition 
that vou had last vear, so you ought not to have a very heavy burden 
on that. 

Mr. Lawson. Another factor is an applying the 10-percent reduc- 
tion to our staff we went somewhat below the 10 percent, to about 15 
percent. 

Mr. Taser. Now, this particular sheet that we are looking at is 
not the European picture, it is the domestic picture in the office here? 

Mr. Lawson. Correct. 

Mr. Taper. So you will not have a great deal of traveling business 
resulting from anything of that character. 

Mr. Lawson. Well, I was talking about the total. You are abso- 
lutely right that the reduction in Washington would not affect the 
travel particularly. 

Mr. Taser. Now, vou go over to the other side, and let us take a 
look at that on page 18, the foreign picture. You have there a little 
reduction in your personal services of 5 percent. That would be 
approximately, may be, $400,000, and then you have something on 
this other figure, and I would not know just what that would be, but 
that might be as high as $125,000 more. So, there you have at least 
$500,000, and taking that off it is probably nearer to $600,000. 

Mr. Lawson. Actually that is about $571,000 for Europe, and 
$68,000 for the Far East, or a total of $639,000. 


OBLIGATIONS OVERSEAS 


Mr. Taser. Now, you have here another picture. Out of your 
1952 money how much of that $8 million has been obligated? If you 
can give me the April 30 figure that will be all right. 

Mr. Lawson. Can I break it down into Europe and the Far East? 

Mr. Taser. This covers both? 

Mr. Lawson. Yes. For Europe, the cumulative figure through 
April was $5,244,800, and for the Far East $1,685,000. 

Mr. Taser. $1,685,000? 
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Mr. Lawson. Yes, sir; that is right. 

Mr. Taser. Now that makes a total of what? 

Mr. Lawson. $6,929,000. 

Mr. Taser. $6,929,800, and your estimated obligations for May 
would be what? 

Mr. Lawson. For Europe, May, $501,100, and for June, $522,100. 

For the Far East, May, $223,200, and June, $225,800. 

The total for May is $724,300, and for June, $747,900. 

Mr. Taser. There you are spending more in May and June than 
you averaged for the first 10 months. That is right, is it not? You 
averaged $692,980 for the first 10 months, and the expenditure 
average in Europe was $524,480, and in the Far East $168,500. So 
that vou advanced the rate of expenditures. 

Mr. Lawson. Primarily in the Far East. 

Mr. Taper. Yes, primarily, but still there is some advance in the 
European picture. Why would the Far East picture be stepped up 
so much? 

Mr. Lawson. That is because during this period, Mr. Taber, we 
were still building up these far eastern missions. Recruitment for the 
missions has been very difficult. We did not have our money for the 
Far East until October, as you know. We have just been getting 
those missions up to strength this spring. 

Mr. Taser. That is all I have on those items. 

Do you have any questions, Mr, Clevenger? 

Mr. Cievencer. I think not. 


DEPARTMENT OF DEFENSE 


Mr. Gary. All right, sir, we will next take up the Department of 
Defense items, and in that connection, we will insert in the record at 
this point pages 19, 23, 24, and 25. 

(The matter referred to is as follows:) 
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Mr. O'Hara. Off the record. 
(Discussion off the record.) 


PURCHASE OF AUTOMOBILES FOR OVERSEAS 


Mr. Murpny. The 1952 Appropriation Act contained authority fo: 
the purchase of 50 automobiles which were intended for use overseas 
by technicians. They were all light vehicles in the Ford, Chevrolet, 
and Plymouth class. 

Mr. Arrken. These automobiles are all subject to the $1,400 
limitation. They were light sedans for the transportation of tech- 
nicians. 

Mr. Murpuy. Yes; Chevrolets, Fords, and Plymouths. 


AIR-CONDITIONING DEVICES 


Mr. Taner. How about air-cooling devices? 

Mr. Murpny. There are some air-cooling devices which are being 
purchased in the fiscal vear 1952, mainly for equipment in connection 
with the housing of personnel in the equatorial region. 

Mr. Taser. You mean for our own personnel? 

Mr. Murpny. Yes, Sir. 

Mr. Taser. Why would such things as that be sent into south 
Africa? 

Mr. Mureuy. I do not believe any are being sent into south 
Africa, but I know that we have plans to secure some in India, where 
the temperature is normally 110° to 115°, and for a persoa coming 
from the United States it is just about unlivable, and we have to have 
some additional equipment to bring the temperature down to a 
reasonable degree. 

Mr. O’Hara. I might add one comment to that. While there has 
not been in this vear’s program, to our knowledge—and we have 
checked very carefully back line by line, on the air-cooling and the 
air-conditioning type of equipment—there was, in a prior year’s 
program, for one of the countries air-conditioning equipment designed 
for use in an aircraft instrument repair workshop. In such work- 
shops, where they repair and recalibrate delicate aviation instru- 
ments, there must be constant humidity and temperature, and that 
is the one case where we know that such equipment has been furnished 
as a military assistance item. 

Mr. Taser. That is all for the moment. 


SUMMARY OF ESTIMATE 


Mr. Gary. The tables which have been inserted showing adminis- 
trative expenses of the Department of Defense show a total of $15,- 
939,569 in net dollar requirements, and $12,152,047 in dollar equiva- 
lents of local currency payments for the fiscal year 1953. 

Mr. Taner. There are some changes in those figures, are there not? 

Mr. O'Hara. No, sir. 

Mr. Murpny. Preliminary adjustment for the Ribicoff amendment 
has already been incorporated in the defense figures. 
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Mr. Gary. Then your dollar figure compares with $13,735,511 for 
the fiscal year 1952, and $8,065,413 for the dollar equivalent of local 
currency for 1952. 

That is a total of $28,091,616 for the fiscal vear 1953 as compared 
with a total of $21,800,924 for the fiscal year 1952, making an over-all 
increase of $6,290,692. 

Mr. O’Hara. That is correct, sir. 

Mr. Gary. Would you like to make a general statement with 
reference to this? 

GENERAL STATEMENT 


Mr. O’Hara. Yes, sir. 

Mr. Chairman and gentlemen of the committee, the Department 
of Defense estimate for the fiscal vear 1953 has been given a prelimi- 
nary adjustment to incorporate the effect of the Ribicoff amendment, 
a reduction of 5 percent in personnel from the June 1 strength. Re- 
ports are tentative for the actual employment of June 1 in these func- 
tions and it may be that the final number of personnel will be adjusted 
from those shown, but we did feel that it was desirable, if it was pos- 
sible for us to do so, to make some adjustment to show the effect of it. 

There is particularly one figure which 1 would like to call to the 
attention of the committee because it involves another factor which 
impinges over-all to a considerable extent on the aspect of that amend- 
ment in the Department of Defense. That is in the total number of 
military personnel assigned to these programs. The figure of the 
number of military personnel assigned for the fiscal vear 1952 is, as 
vou notice on this table, 2,127, and that the average number abroad 
during the year was 1,789, due to increases made throughout the 
vear in the number of countries being aided under the grant program, 
and the increasing scope of some of the programs in those countries 
because of larger deliveries of material. These required more De- 
partment of Defense personnel to provide technical assistance within 
the military advisory groups and to check the end utilization of thie 
equipment provided. 

This figure for 1953 is reduced by 50 positions to 2,077, which is a 
reduction of just less than 23 percent, and the average number is the 
same as the total of positions. 

Actually, the reduction is over 5 percent in personnel assigned, be- 
cause in 1952 there was no budget charge and therefore no budget 
positions were carried for the military personnel who were assigned to 
the Philippine Islands mission. 

There were 58 of them. These personnel are conducting activities 
under this program—up to now, under an agreement with the Philip- 
pine Government whereby that Government has provided for their 
subsistence, their station allowances and housing. In this case, they 
entered into the budget for Mutual Security activities of the Depart- 
ment of Defense at no time prior to the fiscal year 1953. So that, 
counting addition of those personnel to those in other countries who 
are paid allowances from this budget, the net reduction under the 
Ribicoff amendment is 108 military positions. 

The primary increases, contained in this total over-all budget in- 
crease of somewhat over $6 million, or about 24 percent, are: First, 
in personal services, due to the fact that in the fiscal vear 1952 there 
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was going forward throughout the year an increase in personnel, 
resulting in an over-all average of personnel who are paid allowances 
that is less than the total number of positions occupied. 


DECREASE IN POSITIONS, INCREASE IN COST 


Mr. Gary. Do I understand that you are requesting 50 positions 
less than you had at the ead of the fiscal year 1952? 

Mr. O'Hara. That is correct, Mr. Chairman. 

Mr. Gary. But that the amount for salaries is larger because that 
strength was recruited during the year and in 1953 you will have to 
pay at that strength throughout the whole vear whereas in 1952 you 
had a progressing aumber? 

Mr. O'Hara. That is right, sir. That is, as to military personnel. 

As to civilian personnel there is a decrease in the number of positions, 
but, again, because those positions have been recruited this year there 
is an increase in the average number who will be paid during the year. 

The low lapse figure is likewise due to this fact, that that stafling 
has been accomplished during the vear. 

There is rotation in all overseas assignments, and rotation in 
military assignments in the zone of the interior, that averages 40 per- 
cent per year. The general tour of duty on these activities is from 2 
to 3 vears. 

That factor applied to the larger average number of personnel in 
overseas positions is the factor that accounts for the second major 
increase, in the travel and transportation of things categories. 

There is, furthermore, the fact that this is the first year in which 
practically the entire strength of the mission is subject to rotation 
since in prior years we have had this rotation factor applied only to 
those already on board prior to the beginning of the vear. 


ITEMS INCREASED 


Mr. Gary. You started to take up travel a while ago. 

Mr. O’Hara. I mentioned that the increase in travel was due to 
the fact that this year for this first time we will have the full applica- 
tion of the effect of rotation of duty to all overseas positions, and also 
that there is a larger number that are on duty at the beginning of the 
year than in the past years. That accounts, in full, for the increase 
of travel and in transportation of things. 

The increase in services performed by other agencies is the one other 
large item of increase in the estimate. 

That is based upon services performed which are related to the 
man-years of duty, or the average number of persons performing duty, 
in the military assistance advisory groups overseas who are serviced 
by the State Department in order to avoid duplicating an admiunistra- 
tive set-up. 

Mr. Gary. For which you pay them? 

Mr. O'Hara. Yes, sir; that is reimbursement to the State Depart- 
ment for its actual expenses in providing administrative services, per- 
sonnel services, chauffeurs for cars, travel services for our personnel, 
and arrangements for dependents’ travel, and, basically, all of the 
housekeeping functions of all of our overseas groups. 

Mr. Gary. All of that is paid to the State Department? 
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. O'Hara. Yes, sir; that is right. 

. Gary. Is that true of the item that was in MSA? 

. Woop. Yes, sir. 

. Lawson. Of which nearly all of it is overseas. 

. Gary. And it is paid to the State Department? 

*, Lawson. Yes, sir; in all of the local currency countries. 


PERSONNEL EXCLUDED FROM ADMINISTRATIVE EXPENSE 


Mr. O’Hara. In preceding year’s budget estimates put before this 
committee there were included as administrative expenses some of 
those expenses which, within the Department of Defense, are known 
as Maintenance and operation or operating expenses. Those include 
a proration of services of personnel in the depots and in the field 
establishments of the Army Technical Services where they either 
manufacture material or process material for shipment, pack it, and 
crate it. 

All of the supervisory personnel in all those agencies that are con- 
ducting routine operations under this program are excepted from the 
effect of the Ribicoff amendment, and more or less excluded under 
the terms of that amendment from the definition of administrative 
expense. 

They are excluded from this year’s presentation of administrative 
expense in this estimate, and were included in the amount of the 
estimates for packing, handling, crating, and transportation which 
were presented to the committee before. 

The amount of such expenses for the 3 years is $13,395,000 for the 
fiscal year 1951, $22,705,000 for the fiscal year 1952, and $40 million 
estimated for 19538. 

They are primarily affected by the rate at which material delivery 
is accomplished and how the material is procured in this program. 

Mr. Gary. Now, some reference was made during the presentation 
of the over-all program to certain omitted items. 

Mr. O’Hara. I just mentioned this omitted item which is included 
in packing, handling, crating, and transportation expenses this year, 
which in prior vears had been included under administrative expenses, 

Mr. Gary. That is the only item? 

Mr. O’Hara. Yes; that is the only item in the Department of 
Defense administrative expenses. 

Mr. SHepparp. There was a NATO contribution of $9,416,000 
which was in the ‘‘ Administrative expenses” appropriation this year, 
which is not in the present administrative request for 1953. So, 
those are two items not in this vear’s estimate, but which were last 
year. 

Mr. O’Hara. That is correct. 

Mr. Gary. Have they been eliminated from the comparative 
figures for 1952? 

Mr. O’Hara. They are entirely comparative in all 3 years presented 

Mr. Gary. And were the omitted items omitted all the way through? 

Mr. O’Hara. Yes; that is correct. 


20806—52 51 
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AVERAGE GRADES AND SALARIES 


The average salary in this estimate for the Department of Defense 
for the fiscal year 1952 was $4,089 for the entire program, and for 
the fiscal year 1953 it is $4,153 per annum. That rate is higher 
than that for overseas, which is $3,467 for the fiscal year 1952 as 
compared to $3,455 in this current budget: In the United States 
it has increased from $4,347 in the fiscal year 1952 for the average 
salary to $4,514 proposed in the fiscal year 1953. 

Mr. Gary. What about the average grades? 

Mr. O'Hara. There are not many changes in grades that are 
included in the green sheets for the Department of Defense for the 
fiscal year 1958. There are some additions of some pretty high-grade 
technicians, procurement men, and electrical engineers, and naval 
architects, because of the need for developing additional technical 
data, in order to stimulate the work of offshore procurement offices 
overseas. 

Mr. Gary. I am asking for the figures on that in compliance with 
this provision of the law. 

Mr. O'Hara. Yes. There have been, as J remember it, three 
increases in grades contained in the green sheets. 

I gave the average salary, and the average grade, I think, runs in 
the upper levels of grade 7. 

I should, however, make one further observation on that. In the 
overseas Civilian salaries, which is a low rate, it is primarily clerical 
services that is represented by the employment here, since military 
personnel are charged with most of the technical responsibility in 
overseas offices. 

Mr. Gary. Will you supply a table for the record at this point in 
compliance with the provision of the Supplemental Appropriation Act 
of last vear? 

Mr. O'Hara. Yes, sir. 


(The matter referred ta is as follows:) 


Administrative expenses, Mutual Security Act, executive (allocation to defense) 
/ Y A 


: ctus Esti } estimate 
Summary of personal services a. Ry ] — Estimate, 


Total number of permanent positions 4 2 1, 929 


Full-time equivalent of all other positions re 
Average number of all employees 1, 595 


Average salary and grades: 
General schedule grades: 
Average salary $3, 957 $4, 396 $4, 492 
Average grade GS-63 GS-7.2 GS-6.5 
Crafts, protective, and custodial grades: 
Average salary $2, 36 $2, 626 $8, 202 
Average grade CPC-2 CPC-28 CPC-3.0 
Ungraded positions: Average salary __- $2, 41: $1, 646 | $671 
Personal service obligations 
Permanent positions - E $3, 954, 542 $6, 509, O78 $7, 369, 100 
Part-time and temporary positions ; 1, 463 | 6, O84 68, 000 
Regular pay in excess of 52-week base 22, 516 30, 620 
Payment above basic rates - 1, 594, 396, 2, 100, 819 1, 139, 289 


Total personal service obligations : 5, 550, 401 &, 638, 497 8, 607, 009 
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INCREASE IN PERSONAL COSTS 


HIGHER GRADE POSITIONS 


Mr. Gary. Why do you need nine additional positions with the 
rating of GS-11 and above for administrative statistics and budget 
analysis? 

Mr. O'Hara. Sir, there is a certain amount of shift involved in some 
of those positions. Over all. the basic reason for the increase in the 
number of positions in budget has to do with the increased rate of 
expenditure, and the higher extent of budget contro] that will be 
required in order to maintain the record of allocation and expendi- 
tures within the military departments—the Army, the Navy and the 
Air Foree in the United States. 

Mr. Gary. There is a decrease in military assistance, is there not? 

Mr. O'Hara. Not in the rate of expenditure. The final budget 
control on those things occurs at the time of delivery, and these 
positions relate to the rate of operations of the agencies of the military 
departments. 

WAE EMPLOYMENT 


Mr. Gary, Why is the item “when actually employed” up so high? 

Mr. O'Hara. The answer to that, Mr. Chairman, has to do gener- 
ally with the program of increasing offshore procurement. The 
additional WAE employment will bring production specialists in for 
brief periods in order to assist the services in developing plans for 
expediting offshore production, for informing foreign production 
people about possibilities of additional defense production and ways 
in which increased application of mass-production methods can be 
obtained. 

HIGHER GRADE POSITIONS IN FIELD 


Mr. Gary. Although you have a decrease in positions in the field 
services, there are net increases above GS-10. Why is that? 

Mr. O'Hara. Sir, I think the basic reason for the increase has to 
do with the nature of the operations which are conducted at Wright 
Field in the Air Matériel Command. Actually, there is a reduction 
applied to clerical personnel primarily as the result of the application 
of the Ribicoff amendment, 5-percent reduction. Air Force repre- 
sentatives, in the review of their budget requirements, stated that they 
could not get along without additional personnel to plan for the 
maintenance load that is falling on the air forces of other countries 
in connection with the material which is being delivered under the 
Mutual Security Act. 

They have to de ‘velop additional maintenance factors on the basis 
or these nations’ experience in order to control the flow of spare parts. 
They have also to control the operation of overseas depots, where an 
attempt will be made to husband as much as possible the use of all 
the spare parts which are being provided through the military — 
ance program. That also is the method, as was explained last yea 
of pooling all the MDAP resources in spares for all countries in ae 
to spread available material across all the eligible countries rather 
than concentrating, in each country, a limited supply which might 
lead to individual country requirements in excess of any general 
requirements that might be filled. 
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OVERTIME 


Mr. Gary. Why has overtime increased nearly 70 percent? 

Mr. O'Hara. I do not know. It has just been going up. It was 
provided for on the basis that we have had rather a heavy load 0! 
overtime work. 

(Discussion off the record.) 

There is a load, particularly on clerical personnel and stenographi: 
personnel that just cannot be handled within the limits of the day 
without hiring additional people, and I believe overtime sometimes 
is the cheapest solution. I think generally in overtime you get som: 
of the technical services without additional charge. 

Mr. Gary. Congress possibly is responsible for some of it. 

Mr. O'Hara. I think it is the program. I have no question about 
the needs of Congress to have information on a program of this kind 
I think the program is a big one and requires a lot of action to keep 
it on the rails. 

Mr. Gary. When you present these figures you sometimes have to 
work overtime. 

Mr. O’Hara. Sometimes all the overtime in the world would no! 
get me fully informed on what I should know. 


‘ 


INITIAL CLOTHING ALLOWANCE 


Mr. Gary. Why has the initial clothing allowance increased, and 
who is that for? 

Mr. O'Hara. The initial clothing allowance has to do with supply- 
ing civilian clothing to enlisted men who are stationed in countries, 
where, by reason of our agreements with them, our personnel are not 
supposed to wear military uniforms while on duty. The amount of 
it is based upon the number of enlisted men, newly assigned to such 
duty, who will report during the coming vear, and taking the rotation 
factor against the number who have been there more than a vear 
we get a higher rate. 


COMPARATIVE OBLIGATIONS 


Mr. Taner. Can you tell me what the obligations against thes: 
figures on page 23 are? 

Mr. O'Hara. I cannot give you the direct comparison figures fo: 
those obligations because, as was explained, there is included in thy 
administrative expenses this year the expenses which are referred to 
in the text on page 21, at the end of the third paragraph. Thes 
amounts were excluded from our estimates of administrative expenses 
this year, but because a limitation was imposed by Congress on thc 
administrative expenses for the current year, we have included al! 
those in our accounting for administrative expenses and have thus 
held to that limitation for fiscal year 1952, even though those items 
are not being presented here as a part of the 1953 administratiy: 
expense budget. Under our normal definitions they would not hav: 
been presented that way in the past, but we are still holding oui 
expenses to that limitation. Taking the over-all total of funds 
accounted for as administrative expenses, about $36,000,000, tl: 
obligations as of April 30 for administrative expenses in the fises 
vear 1952 amount to $27,966,949 
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Mr. Taser. That is the figure comparable to what? 

Mr. O’Hara. An over-all figure of $22,705,000 and $13,300,000, 
or roughly $36,000,000 over-all. 

Mr. Taner. That does not show any place in these tables, does it? 

Mr. O'Hara. I have nothing in the table that shows that. 

Mr. Taner. Then you do not have anywhere a table that shows 
that? 

Mr. O'Hara. That is right. 

Mr. Taner. How do you get this over-all figure? You say that 
vour obligations were how much? 

Mr. O'Hara. The obligations were $27,966,949 as of April 30. 

Mr. Taser. That is out of what kind of a figure? 

Mr. O’Hara. Out of a total which adds to the $13,735,511 shown 
at the foot of the table on page 19, the figure at the end of the third 
paragraph in the statement on page 21, $22,705,202. 

Mr. Taser. That totals $36,440,713? 

Mr. O'Hara. Yes, sir. 

Mr. Taser. Indicating that in 10 months you spent a little bit 
over three-quarters of the total available amount. 


COSTS FOR SHAPE 


Mr. O'Hara. Roughly at an average rate of $2,800,000 a month. — | 
would like to add a little point to that. There was recorded an obli- 
gation for only the calendar year 1951 requirements against the fiscal 
year 1952 funds for the support of SHAPE and its subordinate head- 
quarters. The obligations for the calendar vear 1952 budget, which 
has been approved since, will amount to about $4,000,000, which was 
approved for obligation during May. We do not have the May 
reports. 

Mr. Taser. What are your estimates for May and June? 

Mr. O'Hara. Aside from that item, the estimates are for a con- 
tinuation at the rate of approximately $2,750,000 per month, which 
would get us within $100,000 of the total. 

Mr. Taser. How much did vou say this SHAPE picture is? 

Mr. O'Hara. The total for the calendar year 1952 budget, which 
comes against fiscal vear 1952, is estimated to be $4,000,000. 

Mr. Taser. Then you have altogether $5,500,000 and to that vou 
will add $27,956,000, which makes $33,466,000? 

Mr. O'Hara. Right. 

Mr. Taner. Then you have to add $4,500,000 to that. That would 
be more than you have available. 

Mr. O'Hara. Except, sir, some of those expenses are paid. in the 
ease of the SHAPE budget, from local currency. 

Mr. Taner. I see. These obligations figures do not mean any- 
thing. You do not have the figures available that would be on a 
comparable basis with pages 23 and 24? 

Mr. O'Hara. No, sir. IT will get those and put them in the record 
at this point, and will exclude all of the SHAPE transactions. 

(The matter referred to follows: ) 
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Total estimated Department of Defense Administration expenses, 
per budget justification : eels _._. $36, 440, 713 
Total estimated State Department support expenses _ — — - see ha ks 1, 451, 278 


Net Department of Defense expenses _ — - - rele Veer eee 34, 989, 435 
Recorded obligations, April 30, 1952! 25, 951, 535 


Unobligated balance 9, 037, 900 
Estimated obligations, May and June ?__ ; 7, 400, 000 


Balance - — : : Nn p ? 1, 637, 900 
! Actual April 30 obligations not available; reports for Turkey and Nationalist China missions incomplete 


and not included; estimated at $400,000. 
? Includes 2 months at April rate ($3,177,848) and allowance for peak rotation travel. 


Mr. O'Hara. I was checking allotments recently and they run 
within $100,000 or $150,000 of the allotment for administrative 
expenses. 

Mr. Gary. We will recess until 2 o'clock. 


Tuurspbay, JUNE 19, 1952. 
STate DepartTMENT 


Mr. Gary. We will now take up the administrative expenses for 
the State Department under the Mutual Security Program, and in 
this connection we will insert at this point in the record pages 31, 35, 
36, 37, 39, 43, 44, 45, 51, and 52. 

(The matter referred to follows:) 
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Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Gary. From these tables it appears that for the fiscal year 
1953 the net dollar requirements for the State Department are esti- 
mated at $14,055,166. The dollar equivalent local currency estimate 
is $8,256,250, making a total of $22,311,416. 

This compares with a net dollar requirement estimate for the fiscal 
year 1952 of $12,182,738, and equivalent local currency of $5,998,076, 
making a total of $18,180,814, so that the request for 1953 is an in- 
crease of $4,131,602. 

Mr. Martin. Off the record, 

(Discussion off the record.) 


SERVICES PERFORMED BY OTHER AGENCIES 


Mr. Martin. This is the total amount of money to be spent by the 
State Department, but these totals include the reimbursements re- 
ceived by the State Department from other agencies participating in 
the Mutual Security Program for services rendered to them by the 
State Department, the amounts of which were covered in their justifi- 
cations submitted to the committee earlier today. 

Mr. Gary. Those are the fuoads which were designate. in- the 
“Defense and Mutual Security’ appropriations as ‘Services  per- 
formed by other agencies’? 

Mr. Martin. That is right. 

Mr. Murpnry. The amount in 1953 that is still to be justified is 
$11,847,000. 

Mr. Gary. $14,368,000 including the local currency. 

Mr. Murpuy. That appropriation plus $2,531,000. 

At this time I would like to submit for the use of the committee a 
lumited number of the detailed personal service green sheets for the 
State Department, which, as indicated this morning were late in 
being prepared. We are duplicating those and will have full sets of 
them just as soon as we ean get them. The average grade and 
salaries have been entered on the last page in each set, 

Mr. Martin. I think it might also be useful to say at this point 
that on the basis of the new money now being justified for the State 
Department the increase for the fiscal year 1953 tn total amounts 
from the fiscal vear 1952 is $2,828,000. 

Mr. Gary. Why is the State Department asking for an increase 
when the other agencies engaged in this program are requesting a 
decrease? 

GENERAL STATEMENT 


Mr. Martix. If L might, Mr. Chairman, I should like to describe 
the broad types of activities in which the State Department is engaged 
in this program, and to indicate where the increases are, and in gene oral 
the reasons for them. 

1 will make this introductory statement because we do engage in a 
rather wide field of related activities. 

I have people here who can speak im more detail on the nature of 


the specific things that we are doing. 
The largest State Department program is the operational respon- 
sibility which we have for the Technical Cooperation Administration, 
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and the increase is entirely in that appropriation, that being an opera- 
tion which received greatly increased program funds during fiscal 
year 1952, and only gradually, during the vear, got underway really 
and got its operation stepped up. 

That stepping up has not yet been completed, and to carry on the 
program that was authorized in 1952, plus the new program which 
was authorized for 1953 we have projected an increase in expenditures 
of about $2,500,000 for this agency. 

In addition to this program the State Department conducts a 
number of smaller programs for which it has been assigned opera- 
tional responsibility by the Director of Mutual Security, including 
United States activity through the United Nations in the technical 
assistance program, the United Nations Palestine refugee program, 
the United Nations Korean reconstruction program, the activities 
of the Provisional Inter-Governmental Committee for the Movement 
of Migrants from Europe, certain multilateral programs under the 
Organization of American States and the North Atlantic Treaty 
Organization, the guarantee of investments in enterprises producing 
informational media, the payment of ocean charges on voluntary 
relief supplies and packages, and the coordination of activities under 
section 112 of the ECA Act of 1948 and the Mutual Security Act 
of 1952. 

In addition to these special operating responsibilities, the State 
Department is charged under the act with a general responsibility for 
seeing that the Mutual Security Program promotes the foreign policy 
objectives of the United States, and does so in the most effective 
manner. 

This involves participation in policy guidance in Washington and 
in Europe, as well as certain essential operational activities under 
section 507 of the act whereby the Ambassadors are the chiefs of the 
country teams and are responsible for seeing that the country teams 
carry on their functions in a coordinated fashion and in support of the 
United States foreign policy. 

This outlines the major activities undertaken by the State Depart- 
ment for which the new money is being requested. 

[ would like to suggest, Mr. Chairman, if I might, that you may 
wish to proceed with the Technical Cooperation Administration 
budget and go into whatever detail you might wish concerning that, 
and for that purpose we have here Mr. Stanley Andrews, Director of 
the Technical Cooperation Administration and Mr, Aitken, the 
budget officer. 


TECHNICAL COOPERATION ADMINISTRATION 


Mr. Gary. The Technical Cooperation Administration budget is 
$8,903,000, and $919,000 in dollar equivalent, making a total of 
$9,822,000, as compared with $7,250,000 for 1952. That increase of 
$2,570,000 is approximately the total increase for the Department, 
is that correct? 

Mr. Marrin. As a matter of fact, for the rest of the activities of 
the Department there is a decline of $44,000. 

Mr. Gary. So, that is the main increase? 

Mr. Martin. Yes, sir. 
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Mr. AnpreEws. Sir, I am going to speak on the Technical Coopera- 
tion Administration part of this State Department budget, and the 
sheet that I will try to talk from is page 39 which gives the figures 
as you have outlined them in total amount and a breakdown of the 
employees for 1951, 1952, and estimated for 1953, and the expenditures. 

I want to say that this, in number of employees is small, and they 
are all in Washington with the exception of about 111 administrative 
type people who are in the Embassies abroad doing special adminis- 
trative work in connection with our missions. , 

The program here, as you well know, and as has been outlined, 
started out rather slowly witb a small appropriation in 1951. It got 
a late start and a very much increased appropriation in 1952, and the 
increase, of course, in 1952 in personnel was from 95 to 404. We are 
estimating next vear we will need 524 man years or a total of 560 
people on the administative side here in Washington to carry on this 
work. 

I want to point out that a good deal of the work of backstopping 
these missions in the field is done under contract with other agencies 
of Government such as Agriculture, Interior, Public Health, Federal 
Security, the Office of Education, and Commerce and clear down the 
line, and they do what little adninistrative work is to be done in their 
missions and take up the technical wotk. 

So, this total figure here is relatively small for an organization that 
iS spreading out over about 35 countries. 

Mr. Gary. Is the amount paid under contract to the other Depart- 
ments included in this figure? 

Mr. Anprews. Included in the lower figure there you will notice 
down here under “Other contractual services,’’ “Reimbursements to 
State Department Appropriations,” and “Reimbursements to other 
Federal agencies,’ and to be perfectly frank the only budget in this 
whole budget that shows a decline is equipment. We bought nearly 
all of our equipment in 1951. 


INCREASES IN PERSONAL SERVICE COSTS 


Mr. Gary. Well, your budget is up very considerably over last 
vear, whereas the number of your personnel is not largely increased. 

Mr. Anprews. It is primarily in the supporting services, com- 
munications, and things of that kind. Our personnel has increased by 
about 110 people. 

Mr. Gary. And they were recruited during the vear, were they not? 

Mr. Anprews. Yes, sir. 

Mr. Gary. So that you have a number of people on the payroll at 
the end of the vear that you did not have at the beginning of the year 
and projecting their employment for the full vear 1953 increases the 
amount required. 

Mr. AnpreEws. Yes, sir, that is exactly right. 

The other thing I have found in my limited experience here is that 
no matter how small a program is, it takes just about as much to 
handle a small amount of money in a different country as it does to 
handle a great deal of money in one big pot. Our big problem is that 
we are spread out so far, with post, communications, and all our sup- 
porting services. 

If the committee has any special questions | would be glad to answer 
them. 
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DEPUTY ADMINISTRATOR 


Mr. Taner. You are starting out with a Deputy Administrator at 
$15,000. Why? 

Mr. ANpRews. Yes, sir; that was in the authorizing legislation. 

Mr. Taser. I was not asking you that, I was asking why. 

Mr. Anprews. Why? 

Mr. Taper. Yes. 

Mr. Anprews. May be Mr. Martin had better answer that one 
because I am just a new Administrator, but you certainly need a 
Deputy. 

Mr. Taser. You see, it does not make a bit of difference how many 
the legislation authorizes. The question is not what is authorized, but 
what justification there is for it. 

Mr. AnpreEss. I see. 

Mr. Taner. That is what I am trying to find out. 

Mr. ANprews. Well, sir, this Administration is an operating unit 
within the State Department that runs the Technical Assistance 
Administration and is backstopping and operating to handle our 
money in 35 countries of the world. It takes a good deal of aid and 
a good deal of administrative ability to do that, and while I think 
I am pretty good, I am not good enough to do it all myself. You must 
always have a strong Deputy in an organization of this kind, and Mr. 
Bingham we regard as one of the ablest young men in Washington. 

Mr. Taber. What is Mr. Bingham’s background? 

Mr. Anprews. He is the son of former Senator Hiram Bingham, an 
administrator by profession, and he has worked in the Government 
for a very limited time. 

Recently he came over to TCA from the State Department. We 
regard him as an exceedingly able man in the presentation of regula- 
tions and on legal matters. 

Mr. Taser. How old is he? 

Mr. Anprews. He is about 40, is he not? 

Mr. ArrkEN. Yes, sir. 

Mr. ANprews. Mr. Taber, I might add also that he made a lot 
more money in private business. 

Mr. Taper. I have seen folks who made a lot more money in 
private business, who were flat tires in Government business. 

Mr. Anprews. That is true. I do not consider him a flat tire. 

Mr. Martin. [ think one of the other reasons why it was felt 
desirable to have this Deputy in this situation is we are conducting 
this point 4 program all around the world with a wide variety of 
activities in education, health, and agriculture. Now, it can be done 
the most efficiently when we use the full resources of other Govern- 
ment agencies and not try to set up our own duplicating operation. 
That involves a good deal of rather high level negotiation and working 
on difficult arrangements with these other agencies of Government, 
making arrangements for their service and help. When vou combine 
that with the overseas operation to which Mr. Andrews referred vou 
have a very heavy load and very high level negotiations to handle, for 
which we feel we need the two jobs, the Administrator and the Deputy 
Administrator. 

Mr. Taser. Off the record. 

(Discussion off the record.) 
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Mr. Gary. It is also true that the Administrator has to be away 
a great deal in order to keep up with the work. 

Mr. AnpreEws. That is right, and Mr. Bingham is a very good man 
to assist in this. 

Mr. Martin. And there is no substitute for inspection on the spot. 

Mr. Gary. That is true. 


TOTAL PERSONNEL 


Mr. Taner. How many people do you have in the Department? 

Mr. Anprews. We have 219 State Department people in other 
offices of State that we are paying. 

Mr. Taser. And you have 560 in your own set-up? 

Mr. AnprEws. Yes, sir, in my own set-up. 

Mr. Taber. What do you have to do that justifies any such num- 
ber as that? It looks to me like that was a pretty elaborate set-up. 

Mr. Anprews. Sir, I say again I am a novice in this, but about 3 
months ago I asked a management expert to tell me how many people 
he would need to run a program involving $275 million in 35 different 
countries. 

Now, I am saying this with no disrespect to anybody because they 
gave me an honest figure. I got the figure of 1,647 people. I said, 
“We cannot go to Congress for anything like that,” and, “We have 
got to run this thing with less people than that.’’ I finally decided to 
reduce it to around 1,200 or 1,300, and, as a matter of fact, 1,175 we 
thought was what we needed. The Ribicoff amendment will probably 
reduce that. That includes 560 administrative people plus all of the 
other people in the other agencies of Government which we are paying. 
Off the record. 

(Discussion off the record.) 


RIBICOFF AMENDMENT 


Mr. ANprews. The reason we did not adjust for the Ribicoff 
amendment is because the Director of Mutual Security has the 
authority and responsibility to decide where this cut is made, and he 
has not vet told us how much we are going to cut or where. 

Mr. Gary. So that, the Ribicoff amendment is not taken into con- 
sideration in any of these figures for the State Department? 

Mr. ANprews. That is right. It will have to be adjusted for that 
when it comes. 

Mr. Taser. You have 560 that you are asking for in the De- 
partment. 

Mr. Anprews. That is our particular shop, ves, sir. 

Mr. Taner. And 200 and something in the State Department? 

Mr. ANpREws. 219 in the State Department where they will work 
for us and we will reimburse them. In the other agencies we are 
counting on utilizing the services of about 400 people. 

Mr. Taner. And you are going to pay for that service? 

Mr. Anprews. Yes, sir. Those are primarily, but not completely, 
administrative scaiie, and they are in Washington. 

Mr. Taner. How many of them do you have now? . 

Mr. ANprews. We have 475 right now and we are going to cut it 
to 400 next vear 
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Mr. Taner. You are improving in one way anyhow. 
This 560 is a wp of 50? 
Mr. Anprews. That is up, yes, sir. The Ribicoff amendment will 
probably take care of that. 
Mr. Taser. Referring to the 219 in other agencies, is that a bigger 
figure or is it smaller? 
COMMUNICATIONS ‘ 


Mr. Anprews. That is about what it was last vear. Those are 
primarily communications people. 

Mr. Taner. Why do you have to have communications people—do 
you mean to answer telephones and such stuff as that? 

Mr. ANprews. No, sir, it has reference to overseas cables. In 
other words, we are using the State Department Overseas Communica- 
tion Service and cables and all of that sort of thing and that goes 
through the regular State Department channels, and the burden of 
our telegraph and other service requires additional people on their 
payroll to do this work for us, and that is what that is for. 

Mr. Taser. How can you have enough communications to warrant 
that? 

Mr. ANprews. The cables that go between ourselves and 35 other 
countries of the world staggered me in the beginning. <A lot of them 
are of a secret nature. 

Mr. Taser. It seems to me that is an activity that you could cover 
without such a terrific communication expense. 

Mr. Anprews. A great deal of it is of a confidential nature and 
has to be decoded, and there are code clerks, and all sorts of people 
mixed up in it. 

Mr. Taser. Off the record. 

(Discussion off the record.) 

Mr. Taser. | think that is all I have. 

Mr. CLeEveNGER. Off the record. 

(Discussion off the record. ) 

Mr. CLeveNGER. That is all. 

Mr. Gary. Thank you, Mr. Andrews. 

Mr. Anprews. Thank you, Mr. Chairman. 


Mitirary AND Economic AssIsTANCE PROGRAMS——-STATE 


Mr. Gary. The next item is “Military and Economic Assistance 
programs.’’ Who is handling that? 

Mr. Martin. Mr. Schuler, Acting Director of the Budget Office, 
State Department. 

Mr. Gary. Where is that? 

Mr. Scut.er. That is on page 31. 

As Mr. Andrews pointed out in his opening statement this item is 
primarily to provide the dollars and positions that the State Depart- 
ment requires to carry on its functions under the Mutual Security 
Program. 

Mr. Taser. I wonder where this is in the book? 

Mr. Gary. It is on page 31 under B. 
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GENERAL STATEMENT 








Mr. Scuuter. It is the amount required to insure that the Mutual 
Security Program is operated in a way that will insure carrying out 
United States foreign policy. 

Taking that item first the bulk of the money, $2,214,000 is involved 
in that one function. 

That breaks down briefly this way: 

There are 71 positions in the Washington office that provide admin- 
istrative support to the State Department programs. 

There are positions in the Office of the Budget, positions in the 
consular activity, positions in the Communications Division, there 
are 40 of them in that division, the one that Mr. Andrews referred 
to earlier. 

In addition to that there are 35 program support positions involved 
in the Office of Regional Affairs in Europe. 

That Office is, | believe, a typical office that will illustrate how the 
State Department follows the foreign policy implications of the MSP 
program. 

Mr. Martin was formerly chief of that office, and I think it would 
be well if he would explain the function of that office to give some 
concrete idea of how the function is carried on. 

Mr. Martin. We carry on in that office, related to this program, 
two types of activities. 

The North Atlantic Treaty activities of the Department of State 
have been carried on out of these funds; our military contribution to 
our Mutual Security Program, over all, since we have been using the 
North Atlantic Treaty military programs as the targets toward which 
we are shooting in giving our aid. 

Therefore, we have, in that office, been supporting the work 
involved in the State Department for all of the various North Atlantic 
Treaty activities. 

Out of this office also have worked people abroad, who are our 
representatives on the North Atlantic Treaty Organization formerly 
located in Lendon, and now located in Paris. In addition, insofar as 
aid to Europe is concerned, this estimate provides for personnel engaged 
in economic activities both aiding individual countries as well as the 
various activities of the Mutual Security Agency in connection with 
the organization of the European Economic Cooperation Assistance 
Payments Union and other similar activities. This personnel are in- 
volved in major problems of foreign policy negotiations with these 
countries and negotiation of agreements to do things we wanted to do 
which had to be fitted into our over-all negotiating position. 

Other facilities which we had available to us had to be mobilized 
to get what was needed for this program. In return, facilities that we 
could develop as a result of this program had to be used to support 
activities in other fields, and it was our job to work with the Mutual 
Security Ageney in seeing that the United States Government as a 
whole was moving together on one front with each of its activities 
supporting the other in such a way as to get us in the end the most 
satisfactory arrangements with the other governments that we could. 

Mr. Scnuuter. In addition to that type of activity there is the 
Office of Special Representatives in Europe, that was referred to this 
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morning by the Defense Department. Out of this appropriation we 
finance 54 positions at a total cost of $379,000. 

In addition there are 40 positions engaged in the Foreign Economic 
Assistance Program which is the program outlined in the justifications 
on page 48. The program includes off-shore procurement, procure- 
ment of supplies that are in short supply, the investment security 
programs, and economic programs generally contemplated by section 
401 and section 514 of the act. 

Those positions are divided and placed in various offices of the 
Department that are engaged in this kind of activity in our normal 
work. 

ITEMS TRANSFERRED FROM MSA 


There are also two items that will be transferred from the Mutual 
Security Agency to the State Department in the fiscal year 1953. 


\DMINISTRATION OF OCEAN FREIGHT COSTS 


The ocean freight item which is a very small item provides for 
administering the program for the payment of freight on relief pack- 
ages such as the CARE program and other volunteer relief organiza- 
tion that sends goods abroad. 

Mr. Rooney. Where is that? 

Mr. Seuuter. That does not appear tn there as an item. 

Mr. Roonry. What is it part of? 

Mr. Scutuer. It is part of this $2,944,000. 

Mr. Roonry. Where is that? 

Mr. Scuuter. On page 31. 

Mr. Rooney. $2,944,000? 

Mr. ScuuLer. Yes, sir, $2,944,000. Of that amount, $25,502 is 
for this ocean freight item. It is not to pay freight; it is rather to 
pay people that administers the program for the payment of freight 
on relief supplies. 

Mr. Rooney. No part of it is used for the payment of freight? 

Mr. Scuuter. No, sir; no part of it is used for the payment of 
freight. 

Mr. Martin. I believe we testified on that vesterday. 

Mr. Scou.ter. Yes. 

Mr. Rooney. | was in another committee vesterday. [| am serving 
on two committees which are sitting at the same time. 

How many people does this cover? 

Mr. Scuuter. There are four people engaged in that item, Mr. 
Rooney. 

There is, then, in addition the backstopping work, which requires 
the services of seven people, for the Korean Relief Organization for 
the Organization for the Movement of Migrants, and the Palestine 
Relief Organization, all of which from a program standpoint, were 
testified on vesterday. 

That requires an additional seven people. 

The last item is an item of $200,000 for the Special Representative 
of the Secretary in the Near East. There are 20 positions in that 
office proposed for 1953. 

In summary, the $2,944,000 requested is, in dollar terms, $44,245 
less than the amount made available in 1952. 
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It is, in addition, about 100 positions less than the number author- 
ized for the fiscal vear 1952. 

Mr. Martin. It takes account, does it not, of picking up two 
functions from MSA? 
Mr. Scuvuter. Yes, and picking up two functions from MSA. 













POSITIONS ABROAD 







Mr. Taner. Just what do you do in that, outside of the CARE 
packages and such things as that?) How many personnel do you have 
across the water? 
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Mr. Scuuuer. Across the board in this item 

Mr. Martin. Across the water. 

Mr. Scuuter. Abroad? 

Mr. Taner. Yes. 

Mr. Scuuter. Are you referring to ocean freight, Mr. Taber? 

Mr. Taner. | asked you what you did outside of these CARE 


packages in this set-up. 
Mr. Gary. You mean for the whole item? 


Taner. This item No. 2, involving $2,944,000. I asked you 


what vou did. 


Mr. Scuuter. There are 174 positions involved. 

Mr. Taser. 174? 

Mr. Scuu ter. Foreignwise; ves, sir. 

Mr. Taner. Abroad? 

Mr. Scuuter. Abroad. 

Mr. Taser. If they get $6,000, that would be somewhere around 


lion, for the 174. What is the rest of the money for? How 


much of it is for freight on these CARE packages? 

Mr. Scuuter. The amount for freight on the CARE packages is 
not included in this estimate. 

Mr. Taner. Where does that come in? 

Mr. Scuuter. That is in the program estimate vou heard yester- 
day. It is authorized under title V of the Mutual Security Act, and 
was referred to in the program justifications. 











DEPARTMENTAL EMPLOYEES 





Mr. 
Mr. 
Mr. 
Mr. 







Taner. How many people do you have in the department? 
Scuuer. In the department we have 229. 

TABER. 229? 

ScHULER. Yes, sir. 






Mr. Taser. You told us something when vou first started in about 
there being 54 positions, for $279,000. 

Mr. Scuvuter. The 54 positions, sir, represent the portion of the 
staff of the special representative in Europe, which is supported from 
this item. 

Mr. Taper. You mean those people are part of the 174 who are 
across the water? 











Mr. Scuvuter. They are part of the ones across the water, ves. 
Mr. Martie. They are our contribution to Ambassador Draper's 
staff. 






Mr. Taper. They are what? 
Mr. Martrx. They are our contribution to Ambassador Draper's 


staff in Paris. 
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Mr. Taper. You have this thing set up just like a cross-word 
puzzle, so that it is almost impossible to chase it down or set it up. 
You do not give us any information in the justifications which would 
let anybody work it up to tell anything about it. 


OBLIGATIONS — ‘ 


How much did you obligate in this set-up to the 30th of April? 

Mr. Scnuter. To the 30th of April the obligation against the 
amount comparable to this item in 1952 was $2,499,3 324. The 
unobligated balance on that date was $488,919, 

Mr. Taper. That indicates that you have to kind of cut down a 
little bit the last 2 months; is that right? 

Mr. Scuuter. In the last 2 months the obligations would average 
about $244,000, as compared with $250,000 for the first 10 months. 

Mr. Taser. The justifications here indicate that you would be 
spending $209,500 average for the last 2 months. That would indicate 
that vou ought to be down $500,000 below the figure here in the book, 
on your next year’s figure, would it not? 

Mr. ScHULER. The | comparable figure to the $2,944, 000 requested 
for 1953 is $2,988,000. 

Mr. Taner. Yes. You told us the balance left was $419,000, which 
was not obligated on the 30th of April. 

Mr. Scuuter. The balance left on the 30th of April was $488,919. 

Mr. Taser. $488,919? 

Mr. Scuuter. Yes, sir. 

Mr. Taser. I understood you to tell me $419,000. 


FUNCTIONS OF EMPLOYEES 


What do these 229 people in the Department have to do? 

Mr. Scuvter. Their duties fall into two categories. First is the 
category which Mr. Martin explained, the program backup for the 
overseas operation; and the other part is the administrative support 
for those people, namely, the people required in the code room and the 
communications room to send messages and receive messages, and the 
people required in the Accounts Division to process their accounts 
and vouchers. 

COMMUNICATIONS 


Mr. Taner. We have all of that in Mr. Anrdews’ set-up. How 
many communications set-ups do you have in this whole business? 
You must have a terrific lot of that sort of thing which is not necessary. 

Mr. Scuuter. The communications set-up is a centralized set-up 
in the State Department. It handles all communications. 

Mr. Suepparp. Except for Defense communications. 

Mr. Scuuter. Except for Defense communications. It does not 
handle those. It does handle the TCA communications. 

Mr. Taner. Every time anybody comes up here why are you always 
telling a great big figure about communications? It looks to me like 
you must have double the employees you would need. 

Mr. ScuuLter. The communications workload, Mr. Taber, is one 
of the things which you can measure very well. It is an easy thing to 
measure. It is the thing which is kept track of in terms of word 
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groups and in terms of messages sent. The number of people required 
is based on statistics derived as a result of that. 

Mr. Taser. Generally that works out that they have a great lot of 
surplus help kicking around, when they do things that way. 

Mr. Suepparn. It would seem to me that it is important to men- 
tion, just to be sure that the committee does not get the wrong im- 
pression of it, that Mr. Andrews was talking about communications, 
just as Mr. Schuler was talking about communications, as something 
which is readily available. When you talk about these people and are 
saving what they do, you say they do communications. Actually, it 
goes all through the payroll, supplies, accounting, and other things; 
although, of course, communications does take a considerable number 
of people. Much of this traffic is coded traffic. It requires coding on 
this end and decoding on the other. 

Mr. Taser. The communications people are not included in the 
229, are they? 

Mir. SHepparp. Is that right, Mr. Schuler? 

Mr. Scuvier. Yes. 

Mr. Taser. Thev are? 

Mr. Martin. Some of them. 

Mr. Scuuter. Some of them. The ones paid from this $2,944,000 
are; ves, sir. 
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Mr. Taser. You must have an awful maze over there. How many 
outfits contribute toward the money which is spent in that com- 
munications set-up in the State Department? 

Mr. Scuuuer. I would have to check the records to find out 
exactly. 

Mr. Taper. 75 to 100? 

Mr. Scotter. Oh, no; it would not be that large, but it would be 
in the neighborhood of 

Mr. Taser. 35 or 40? 

Mr. ScuuLer. No; between 5 and 10. 

Mr. Taper. We have had at least six up here today. That would 
only be a start. 

Mr. Martin. Mr. Taber, | might say, as a consumer of the com- 
munications service, as one who wants messages sent and is anxious 
to get them, sometimes in a hurry, my own experience has been that 
the load situation is such that in the peak periods you are delayed 
and sometimes very unfortunately delayed in getting messages. 
They never get completely caught up. 

| must say I do not know of any period in which I could see any 
evidence that they did not have things to do. One has to put priorities 
on the message to get them special treatment, if you really want to 
get them out the day you send them down. 

Mr. Surepparp. I might say that both the Department and_ the 
Mutual Security Agency, which are the big users, have concentrated 
continually on acampaign to cut down the volume of traffic, the num- 
ber of words in the message, and so on. In fact, they go through and 
mark out a lot of words in your message if you have not done it your- 


self, 
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BREAKDOWN OF EMPLOYEES 


Mr. Taner. Where are these 71 you were talking about? Where 
are these 71 positions which Mr. Martin was telling us about, I believe? 

Mr. Scpucer. I think I mentioned the 71, sir. 

Mr. Taner. Where are they? 

Mr. Scuuter. There are four of them assigned to the Office of the 
Deputy Under Secretary. There are nine assigned to the Office of 
Consular Affairs. There are five in the Personnel Division. There 
are 13 in the Office of Budget and Finance, which is the Division which 
pays the vouchers and obligates their funds, and there are 40 in the 
Office of Operating Facilities, which is the Office which has this 
communications center. 

Mr. Taper. It kind of looks like the State Department had its 
finger into a number of our appropriations, instead of having the thing 
concentrated in one appropriation where it could be seen readily and 
the activity measured. It does not look like it is a business way of 
doing things at all. 

Mr. Scuuter. It was a question, Mr. Taber, of getting additional 
help in these offices immediately when the Mutual Security money 
became available, and before you had an opportunity to present an 
estimate in a regular budget for this kind of operation. An operation 
of this size would not be required if it were not for the Mutual 
Security Program. It is, therefore, an extraneous item to the regular 
appropr iations to the Department of State. That is the reason it is 
handled as a reimbursement to the Department, rather than bringing 
it into the salaries and expense appropriation for the Department 
where, if this program should be discontinued, it might very well be 
overlooked. 

Mr. Taser. I think that is all. 


AVERAGE GRADES AND SALARIES 


Mr. Gary. You mentioned the average salaries. I do not believe 
vou put the average salaries and grades for the whole Department 
into the record. 

Mr. Murprnuy. No, sir. At the end of those green sheets they are 
shown. We will insert the table in the record if you would like. 

Mr. Gary. Please insert the table in the record, showing those. 

Mr. Murpuy. Yes, sir. 

(The matter referred to follows: ) 
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Minirary Assistance, Europe, Titte | Murvuan Security Aci, Executive 
(ALLOCATION TO DEPARTMENT OF STATE) 


Obligations by objects 





. Estimate Estimate 
, os nate, istimate, 
Actual, 1951 1959 1933 
SUMMARY OF PERSONAL SERVICES 
Total number sd tie ger px positions. . 23H} 510 £80 
Full-time equivalent of all other positions ‘ 2 2 30 
Average number of all employees... O7 $065 54 
Average salaries and grades: 
General schedule grades: 
Average salary #4, 549 $5, 200 $5, 2US 
Average grade Gis-7.2 s-7.9 GS-7.9 
Personal services obligations: 
Permanent positions. - $4, 326 2, 263, 853 2, 823, 663 
Part-time and temporary positions 9, 359 &, S40 189, 305 
Regular pay in excess of 52-week base 8, 707 10, 858 
Payment above basie rates : f 1, 9SO 4,416 12, 710 
Total personal service obligations 475, 665 2, 285, $16 3, 035, 936 


Orricr oF Director or MUTUAL SECURITY 


Mr. Gary. We have not covered the Director of Mutual Security, 
have we? 

Mr. SHEPPARD. | am prepared to talk to that. 

Mr. Gary. In connection with the Director of Mutual Security 
we will insert in the record at this point page 53 of the justifications. 

(The matter referred to follows: ) 





000 ‘Z8Z ? | OOb ‘Lt pel oes SUOTJBSI[YO AVTJOP JON 
| 000 ‘TOI | 00¢ “Tt ’ | | SqUsmMAVd AOUILIND [ROOT JO JUI[BAINbe INffop ssa] 

| 000 ‘TOT 000 “E88 006 "SSF SUO }ALSITGO [RAO], 
| | 009 | SJUIUISSASSE PUB SoxE 
OOE | OOE | SYMIMUO PUL PUB SPABME *spunjoy 
a ‘ | SUO}NGI}UOO PUB SOIpIsqns ‘syuRasy 
*? tae a | Soinjonsys pur spun] 
000 ‘OT | 000 “OL ; | yuomdimb 4 
000 ‘9 | 000°9 } | P } nad S[RLojeM puw sorddng 

000 ‘OT | | 000 ‘OI | | | SHOUaTB 1oYIO AG PyltOJled Soolateg 

000 °9 | 000 “9 | SOOLALIS [RNIIVIYUOD LOO 
000 ‘OF | 000 ‘OF | 000 “09 “Orn poddad puv Zuyulid 
ee y | SOOTALOS AQT PuB syUs}Y 
08% ‘LI | O€% ‘LT | } UONBOLUNUTUIO, ) 
000 ‘2 | 000 ‘% | OOF SBUIY) JO UOTMIIOdsURA, | 
00€ ‘ZI 000 ‘TO1$ ; | 000 ‘#2 | [VATA], 
OLE 'LL9 OOF ‘Z08 SOITALOS [BUOSIOg 
i 
| 


OL “229 OLE *229 


OOF "ZOE 


JPUUOSLOd UBILALO ‘[Byo, 
698 “1Z F | 698 ‘IZ 000 ‘6 {vd Avprpoy 
| | PUB AMITIOAQG tpouttosaed 1) “SOW VISEG VAOGR WWOUTAL, | 
Ol ‘% el ‘T | ‘ JO SSvOXO UL AR IRIN Fy 
FIC ‘OF / ‘08 OGL ‘8 ‘ iW 1010 0) SJUSUTAT 
L215 ‘$29 y £2! 006 ‘ZSZ | . [OPUUOSJ0d UITLATO [TG yUoUTA YAU oFRIOAW 


GE “BL 000 ‘9 | JouUOstod Savsoduroy puw ouryy-yand adnsoay 

GPE “BES A . 006 "OL2, | €° | [OUTOSL0d JUOUBULLOd JON 

SIL ‘tb : | sdvyp jonpacy 

290 ‘PASS ‘ $ > ‘BECS GR SUOTYISOd YUOUTULLa, 
| } } d 


lANNOSUAd NVITIAID 


Wnome | ; 
quNOWR ‘sjudu sed FUNOUT Y tO NY 
SsjyuemMeutnbeas Aduadinod 
4e[[Op WN | [BIOT JO WUaTe 


junoWy =| | saquuiny 
~~ | -ambe arytog 


JOG LUTE: 
LOL UTOB0( | 
£961 ‘oPRUNTISy } 246 ‘OIBUS| [G61 ‘Pengo y 


sspjo qoalyo fig SuolpwbYyGO jo fiaviuduns 901) indo.) 


j! 


IVINAW LY Vd AG] “ALIMONY IV ILAYTY HOd HOLOIGHIC] tH LoldAG) 











829 


Mr. Gary. It appears that for that office the estimate for 1953 is 
$782,000 in net dollar requirements and $101,000 in dollar equivalents 
of local currency, making a total of $883,000, as compared to $488,900 
for 1952. 

GENERAL STATEMENT 


Mr. Suepparp. As I mentioned this morning, Mr. Harriman has 
two jobs: The job of coordinating the Mutual Security Program and 
the job of heading the Mutual Security Agency. 

This budget covers just his coordinating staff in the Executive 
Office of the President. 

As I also mentioned this morning, there was, of course, in this situa- 
tion a temptation to build a large overhead staff. Many times that 
is done where you have a coordinating job todo. Mr. Harriman took 
a very firm position on that, and has instructed us to keep this staff 
at an absolute minimum. 

These estimates make it appear that we would be doubling our 
operations in fiscal year 1953. As a matter of fact, Mr. Harriman 
was not appointed until October 31, 1951, and all of our employment 
has taken place since that time. All of our employment has taken 
place since the Ist of November. We have deliberately recruited very, 
very slowly with this small number of people, being in no position to 
have any recruiting mistakes. There is no way we could bury our 
dead, so we have moved very, very slowly. Every job we have 
filled we have examined several candidates, to be sure we had the very 
best man. That accounts for the fact that the estimate goes from 
$447,400 last year to $782,000 for the fiscal year 1953. 

I do not know whether you all are interested in how the office is 
organized or not. Of the 86 people we are requesting, about 28 or 29 
of them are on our Comptroller’s staff. Mr. Harriman has the respon- 
sibility for and the authority to allocate the Mutual Security Program 
funds to the agencies, and is responsible for reviewing the programs. 
The Comptroller’s staff does a good part of that work, which accounts 
for the size of that staff. 

We, of course, have a small message center, an administrative 
officer, plus three program divisions. 

There is one other thing I should like to mention, Mr. Chairman. 
Most of our administrative services are performed for us by the Mutual 
Security Agency. In other words, we do not keep a personnel office. 
We do not keep a budget division. They do that work for us, to 
avoid duplicating the staffs. 


AVERAGE GRADES AND SALARIES 


Mr. Gary. Can you give us the average salaries and positions in 
that office? 

Mr. SHepparp. That was computed in with the Mutual Security 
Agency which was submitted this morning. 

Mr. Gary. It was? 

Mr. Suepparp. And the table will show that that includes it. 

Mr. Gary. Fine. 
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POSITIONS AT GRADE 4 AND BELOW 


Mr. CLevencer. Twelve people here are less than grade 5. Is 
that right? 

Mr. SHEPPARD. No, sir; there are more than that. 

Mr. Taxer. I guess you are pretty nearly right, Mr. Clevenger. 
Your arithmetic is pretty good. Seven and five is twelve. It used 
to be, anyway. 

, _ Mr. Suepparp. Perhaps I misunderstood your question, sir. What 

did you say? 

Mr. CLevenGer. I said there were just 12 under grade 5. 

Mr. SuHepparp. Yes, sir; that is correct. 

I might say that this staff, because of its size and because of its 
function, I think, will explain that to a great extent. Most of the people 
on this staff are individuals who work directly on fairly complex and 
large programs. We have no bulk clerical operation whatsoever. 

As I have pointed out, all of our administrative services are per- 
formed by the Mutual Security Agency. If we had our own adminis- 
trative services set-up we, of course, would have many more people 
in the lower grades, but those are all shown in the budget detail of the 
Mutual Security Agency. 


OBLIGATIONS 


Mr. Taser. How much of this money which you had available for 
this year is still unobligated? 

Mr. SHeprarp. Well, | can give you the obligations through April 
and an estimate for May and June. 

Mr. Taser. All right. 

Mr. SHepparp. The through-April figure is $248,100. 

Mr. Taper. Yes. 

Mr. Suepparp. The estimate for May is $92,800. 

Mr. Taser. June? 

Mr. Suepparp. $106,500. 

Mr. Taser. If you go along that way you are going to be $400,000 
in the hole at the end of the fiscal year. How about that? 

Mr. SHepparp. Well, there are several factors which cause that. 
For one thing, we have estimated some heavy travel costs in May and 
June. We estimate heavier travel costs for the overseas travel. 

Mr. Taser. You mean it is kind of hot money, and you have to 
use it up before the end of the fiseal year? 

Mr. Suepparp. Not at all, sir. 

Mr. Taser. It kinds of looks that way; does it not? 

Mr. Suepparp. I can see that. 

Mr. Taner. It makes you think of that, almost. 

Mr. SHepparp. Actually, as a matter of fact we have been trying 
to get some of out staff overseas more than they have been able to 
do in the past. We feel it is very ipmortant that these people who 
are reviewing these programs and working on them should get out 
into the field to see what the programs are, to measure the effects, 
and to see if they are meeting the objectives. That is one thing 
which causes those estimates to go up in May and June. 

Mr. Taner. You see, in the first period you averaged about 
$25,000 a month. Now you are jumping that three and one-half 
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times and then four times, so you really are elaborating quite con- 
siderably. 
RUILD-UP IN STAFF 


Mr. Suepparp. Well, I should like to call your atiention, sir, to 
the fact that Mr. Harriman was not appointed and this staff did not 
even begin to take shape until the Ist of November. 

Mr. Taser. Well, there was a big hangover of the ECA opera- 
tions in the first part of the year; was there not? 

Mr. Suepparp. Not so far as this staff is concerned. This was a 
new staff created by the Mutual Security Act of 1951. 

Mr. Taser. He only operated from the Ist of November on with 
this staff? 

Mr. SHeprarp. Yes, sir. 

Mr. Taser. And you only had 6 months from the Ist of November 
to the end of April. 

Mr. Suepparp. Yes, sir; that is correct. I must say that even 
that gives—-— 

Mr. Taser. That would be a 6-month basis, which would be just 
a little under $50,000. 

Mr. Suepparp. Yes, sir. About $42,000. 

Mr. Taner. $42,000, or a little less. 

Mr. SHepparp. | should like to say with respect to that that even in 
November, December, and January we did not have much staff. We 
recruited very, very slowly. We recruited very slowly deliberately. 

Our comptroller staff, for example, did not show on our rolls at all 
until the Ist of December. ; 

Mr. Murpny. The total staff had not even reached 60 by January 
31, sir. The build-up was very gradual. To take an average monthly 
figure even for a 6-month period would not be quite accurate. 

Mr. Taser. | think that is all T have. 

Mr. Suepparp. Mr. Chairman, could I just make one general state- 
ment about the Ribicoff amendment and its effect upon all the 
agencies? 


Mr. Gary. Yes. 
EFFECT OF RIBICOFF AMENDMENT 


Mr. SHEeppArD. We, of course, gave very careful and serious con- 
sideration to the effect of the Ribicoff amendment upon the agencies. 
Perhaps as you recall it was originally written for January 1, which 
would have cut these programs very deeply. In consideration of this 
the conferees changed the date to June 1. 

Now, the point about the Ribicoff amendment is that the TCA 
program still had some planned expansion in it bevond June 1, as did 
the military program, to take into consideration an estimated increase 
in deliveries of something like five to sevenfold of military equipment. 

As you can tell by table 1 of these administrative estimates, the 
agencies, the Bureau of the Budget, and the Director for Mutual 
Security, felt that the absolute bedrock figure for administrative 
expense was in the neighborhood of $45!5 million. Now, the Ribicoff 
amendment did come along and is going to become law. That is 
going to require us to reduce these estimates, which we would have 
originally submitted to the committee, by $1,735,000. 
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[ just wanted to call your attention to the fact that the estimate as 
totaled here, $43,790,000, does already have in it a reduction of $1,- 
735,000 from the figure which the agencies had carefully calculated 
would be their requirement. 

Mr. Gary. The reduction? I thought they said the Ribicoff 
amendment had not been considered in these. ' 

Mr. Murprny. It has not been in the detailed tables, sir, in the 
back; but in the summary table we made an overall, across-the-board 
reducing item. 

Mr. Gary. But it has not been apportioned in the State Depart- 
ment? 

Mr. Murpuy. No, sir. In that connection the Director is directed 
by the statute to apply it in the aggregate, which means that it may 
not be a 5 percent flat,cut agency by agency. 

Mr. Gary. I see. 

Mr. Murery. Until such a determination is made it is impossible 
to say what the dollar effeet will be on each individual budget. 

Mr. Gary. All right, sir. 


LANGUAGE CHANGES 


This leaves only the language changes to be explained. Have you 
a statement on language changes? 

Mr. Murpny. Well, sir, we have here from the TCA Mr. Aitken 
the Conptroller of the TCA, who is prepared to talk about the lan- 
guage changes under the general provisions portion as they affect the 
airplanes, the automobiles, and the quarters items. 

Mr. Gary. Well, we would like to have a complete statement of 
the effect of every language change. 

Mr. Murrpny. | have a table prepared here which explains these 
language changes. It is set up in three columns. The first column 
is the language; the middle column refers to the statutes; and the 
third column cites the changes. Perhaps I could speak from that, 
if that is agreeable. 

Mr. Gary. Can you not put that in the record? 

Mr. Murruy. Yes, sir; I could. 

Mr. Gary. Please put that in the record. [| think we might leave 
out the statutory references. 

Mr. Murpnuy. I would be glad to. 

(The matter referred to follows: ) 
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Motwat Securiry 1953 ApprRopriATION LANGUAGE 


MUTUAL SECURITY 


For expenses necessary to enable the 
President to carry out the provisions of 
the Mutual Security Act of 1951 (Pub- 
lie Law 165, approved October 10, 1951), 
as amended, as follows: 

Military assistance, title I: For as- 
sistance authorized by section 101 (a) 
(1), [$4,818,852,457, of which $44,476,- 
271 is for payment of obligations incur- 
red under authority granted in the Sec- 
ond Supplemental Appropriation Act, 
1950, and extended in the Foreign Aid 
Appropriation Act, 1951, to enter into 
contracts under the Mutual Defense 
Assistance Act of 1949, as amended (22 
U. S. C. 1571-1604) } $3,415,614.750; 
and, in addition, unexpended balances 
of appropriations heretofore made [for 
carrying out the purposes of title I of 
the Mutual Defense Assistanee Act of 
1949, as amended,} pursuant to section 
101 (a) (1) of said Act shall remain avail- 
able through June 30, [1952] 1953, and 
[such unexpended balances of appro- 
priations] shall be consolidated with 
this appropriation; 

Economie and technical assistance, 
title I: For assistance authorized by 
section 101 (a) (2), [$1,012,000,000; 
and, in addition $10,000,000 to carry 
out the provisions of section 115 (e) of 
the Economie Cooperation Act of 1948, 
as amended, except that when deter- 
mined by the Director such balances as 
cannot be effectively expended shall be 
merged with funds appropriated under 
section 101 (a) (2) of the Mutual 
Security Act of 1951] $1,282,433,000; 
and, in addition, unexpended balances 
of appropriations heretofore made [for 
carrying out the purposes of the 
Economie Cooperation Act of 1948, 
as amended (22 U. 8S. C. 1501-1522),J 
pursuant to section 101 (a) (2) of said Act 
shall remain available through June 30, 
[1952] 1953, and shall be consolidated 
with this appropriation; 

Assistance to Spain: [For economic, 
technical, and military assistance in the 
discretion of the President under the 
general objectives set forth in the decla- 
ration of policy contained in the titles 
of the Economie Cooperation Act. of 
1948 and the Mutual Security Act of 
1951, for Spain, $100,000,000:]  Uner- 
pended balances of appropriations for 
‘Assistance to Spain,” granted in the 
Mutual Security Appropriation Act of 
1952, shall remain available until June 
30, 1958, and shall be consolidated with 
funds allocated for assistance to Spain 
pursuant to section 101 (c) of the Mutual 
Security Act of 1951, as amended; 
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EXPLANATION OF CHANGES 


Military assistance, title I: New 
language to implement the basic auth- 
orization for this program is substituted 
for material in brackets. Additionally, 
the appropriation for payment of con- 
tract authorization obligation is deleted 
because all contract authority author- 
ized has been funded. The words 
[such unexpended balances of appro- 
priations] have been deleted to make 
the carry-over and consolidation clauses 
uniform. 


Economic and technical assistance, 
title I: New language agrees with 
authorization to appropriate funds. 
Deleted language eliminates unnecessary 
references to authorization and also 
deletes the $10,000,000 for movement of 
migrants which appears elsewhere in 
1953 request. 


Assistance to Spain: The new lan- 
guage as inserted carries forward unex- 
pended balances as provided in the 
authorizing act and provides for a 
merger with funds allocated from fiscal 
year 1951 appropriations, 
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MUTUAL SECURITY 

Military assistance, title II: For as- 
sistance authorized by section 201, 
[$396,250,000]  $560,316,500; and, in 
addition, unexpended balances of appro- 
priations heretofore made [for assist- 
ance to Greece and Turkey, available 
for the fiscal year 1951, pursuant to the 


Act of May 22, 1947, as amended 
(22 U. 8S. C.. 1401-1410), and for 
assistance to Iran pursuant to the 


Mutual Defense Assistance Act of 1949, 
as amended (22 U. 8S. C. 1571-1604),]J 
pursuant to section 201 of said Act shall 
remain available through June 30, 
[1952] 1953, and shall be consolidated 
with this appropriation; 

Economie and technical assistance, 
title II: For assistance authorized by 
section 203, [$160,000,000] $50,822,750; 
and, in addition, unerpended balances 
of appropriations heretofore made pursu- 
ant to section 203 of said Act (except the 
amounts allocated or available for the 
purposes of sections 204 and 205 of said 
Act) shall remain available through June 
30, 1953, and shall be consolidated with 
this appropriation; 

Palestine refugee assistance, title IT: 
For assistance authorized by section 206 
for carrying out the purposes of section 204 
of said Act, $60,063,250; and, in addi- 
tion, unecpended balances of appropria- 
tions heretofore made available pursuant 
to section 203 and allocated or otherwise 
available for the purposes of said section 
204 shall remain available through June 
30, 1953, and shall be consolidated with 
this appropriation; 

Relief and resettlement of refugees 
entering Israel, title Il: For assistance 
authorized by section 206 for carrying out 
the purposes of section 205 of said Act, 
$70,228,000; 

Military assistance, title III: For as- 
sistance authorized by section 301, 
[$535,250,000]  $564,807,500; and, in 
addition, unexpended balances of ap- 
propriations heretofore made [for the 
purposes of title IIT of the Mutual De- 
fense Assistance Act of 1949, as amended 
(22 U. 8. C. 1602-1604),J pursuant to 
section 301 of said Act shall remain 
available through June 30, [1952] 1953, 
and shall be consolidated with this ap- 
propriation; 

Economic and technical assistance, 
title III: (a) For assistance authorized 
by section 302 (a), to be furnished under 
the applicable provisions of section 503 of 
the Mutual Security Act of 1952, (8237,- 
155,866] $202,778 ,250; and, in addition, 
unexpended balances of [funds] appro- 
priations heretofore made available 

for carrying out the purposes of the 
thina Area Aid Act of 1950 (22 U.S.C. 


EXPLANATION OF CHANGES 

Military assistance, title II: New 
language pursuant to section 201 is sub- 
stituted for 1952 language appearing in 
brackets. No substantive changes are 
made. 


Economic and technical assistance, 
title II. Sections 4 (b) and (e) of the 
Mutual Security Act of 1952 provide 
for three separate appropriations. In 
1952 the Palestine refugee assistance 
program and Relief and resettlement of 
refugees entering Israel program were 
limitation accounts under the main 
head appropriation above mentioned. 
The new language for the above three 
items provides for individual appropria- 
tions for each program and also provides 
carry-over and consolidation provision 
for the unexpended balances of the first 
two items. Carry-over of unexpended 
balances in the Israel program was not 
recommended because the 1952 funds 
will be completely expended by June 
30, 1952. 


Military assistance, title III: No sub- 
stantive changes; new language is sub- 
stituted for deleted material. 


Economic and technical assistance, 
title III: This item is one appropriation 
in 1952. A basic change is provided in 
1953 by including separate appropria- 
tions for MSA and TCA programs as 
provided in the authorizing legislation, 
The transfer of balances from MSA to 
TCA for Burma and Indonesia conforms 
with the proposed appropriation struc- 
ture as the programs for these two 
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MUTUAL SECURITY 


1547)] pursuant to section 302 of said 
Act and allocated or otherwise available 
to the Mutual Security Agency (except 
unexpended balances of funds allocated 
for assistance to Burma and Indonesia) 
shall remain available through June 30, 
[1952] 1953, and shall be consolidated 
with this appropriation; (b) for assist- 
ance authorized by section 302 (a) to be 
furnished under the applicable provisions 
of the Act for International Development, 
as amended, $118,634,250; and, in addi- 
tion, unexpended balances of (1) appro- 
priations heretofore available pursuant to 
section 802 of said Act and allocated or 
otherwise available to the Technical Coop- 
eration Administration, and (2) funds 
allocated for assistance for Burma and 
Indonesia, shall remain available through 
June 30, 1958, and shall be consolidated 
with this appropriation: 

Contributions to United Nations 
Korean Reconstruction Agency, title 
III: For the United States contribution 
to the United Nations Korean Recon- 
struction Agency as authorized by sec- 
tion 303, $45,000,000; and, in addition, 
the unobligated balances of the appro- 
priations [heretofore made, and] avail- 
able during the fiscal vear [1951, for 
assistance to Korea under authority of 
the Far Eastern Economic Assistance 
Act of 1950, as amended (22 U.S. C. 
1548, 1551, 1552) 1952 for carrying out 
section 303 of said Act shall remain avail- 
able through June 30, [1952] 1953, and 
shall be consolidated with this appro- 
priation; 

Military assistance, title IV: For 
assistance authorized by section [401, 
$38,150,000] 403 to carry out the pro- 
visions of section 401 of said Act, $57,- 
685,750; and, in addition, unexrpended 
balances of appropriations heretofore 
made pursuant to said section 401 shall 
remoin available through June 30, 1953, 
and shall be consolidated with this appro- 
priation; 

Technical assistance, title IV: For 
assistance authorized by section [402, 
$21,245,653] 403 to carry out the provi- 
sions of section 402 of said Act, $20,329,- 
000; and, in addition, unexpended bal- 
ances of appropriations heretofore made 
pursuant to said section 402 shall remain 
available through June 80, 1953, and be 
consolidated with this appropriation; 


Movement of migrants, title V: For 
assistance authorized by section 4534, 
$9,240,500; 
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EXPLANATION OF CHANGES 


countries previously operated under 
MSA supervision will be the responsi- 
bilitv of TCA in 1953. 


Contributions to UNKRA, title III: 
New language implements specific sec- 
tion of enabling legislation permitting 
deletion of reference to previous authori- 
zation. 


Military assistance, title IV: New 
language refers to authorizing legislation 
and provides for carry-over of unex- 
pended balances of previous appropria- 
tions and also consolidation of appro- 
priations. This language was not 
needed in 1952 because the program was 
initiated in that vear, 


Technical assistance, title IV: The 
language for this item is similar to the 
language for the military assistance 
program in this area. The carry-over 
and consolidation provisions are new 


this vear and are authorized in the 
enabling legislation. 
Movement of migrants, title V: New 


language is required for this item pur- 
suant to authorization appearing in 
section 7 (m) of the Mutual Securit, 
Act of 1952. Funds for this program 
in 1952 were included in title I, Economic 
and technical assistance. 
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Ocean freight voluntary relief packages, 
title V: For assistance authorized by 
section 535, $2,587,500. 


MULTILATERAL TECHNICAL COOPERATION 


For contributions authorized by section 
404 (b) of the Act for International De- 
velopment, as amended by section 10 (a) 
of the Mutual Security Act of 1952, 
$15,708,750. 


NATIONS 
EMER- 


UNITED 
CHILDREN’S 


CONTRIBUTIONS TO 
INTERNATIONAL 
iENCY FUND 


For contributions authorized by section 
12 of the Mutual Security Act of 1952, 
$16,481,000. 


CORPORATIONS 


The following corporation is hereby 
authorized to make such expenditures, 
within the limits of funds and borrowing 
authority available to such corporation 
or agency and in accord with law, and to 
make such contracts and commitments 
without regard to fiscal vear limitations 
as provided by section 104 of the Gov- 
ernment Corporation Control Act, as 
amended, as may be necessary in 
carrying out the programs set forth in 
the budget for the fiseal vear 1953 for 
such corporation: Institute of Inter- 
American Affairs. 


GENERAL PROVISIONS 


Src. 2. Appropriations in this Act 
[under the heading ‘“‘Mutual Secur- 
ity’’] for economic [and] or technical 
assistance and allocations from any such 
appropriations, [under such heading] to 
the Director for Mutual Security, or the 
Mutual Security Agency, or the Depart- 
ment of State, shall be available, without 
limitation on any authority conferred 
by the Mutual Security Act of 1951, as 
amended, or any Act continued in effect 
thereby, for rents in the District of 
Columbia; expenses of attendance at 
meetings concerned with the purposes 


EXPLANATION OF CHANGES 


Ocean freight, voluntary relief pack- 
ages, title V: Funds for this item in 
1952 appear in title I, economic and 
technica] assistance. In 1953 it ap- 
pears as & separate appropriation pur- 
suant to section 7 of the Mutual Security 
Act of 1952. 


MULTILATERAL TECHNICAL COOPERATION 


Funds for this item are distributed in 
the economic programs of title I, II, 
III, and IV during 1952, pursuant to 
section 528 of the Mutual Security Act 
of 1951. The bookkeeping and ac- 
counting procedures are simplified by 
consolidating this contribution item 
under one appropriation. 


UNITED NATIONS 
CHILDREN’S EMER- 


CONTRIBUTIONS TO 
INTERNATIONAL 
GENCY FUND 


No appropriation was made for this 
program in 1952. Authorization for 
1953 appropriation appears in section 12 
of the Mutual Security Act of 1952. 


CORPORATIONS 


Required by section 104 of the Gov- 
ernment Corporation Control Act. This 
is standard language for this type of 
item. 


“rents in the District of Columbia;’’ 
this language is required when such ex- 
penses are anticipated because of pro- 
hibitory statutes (40 U.S. C. 34). 

‘‘expenses of attendance at meetings 
concerned with the purposes of such 
appropriations; required because of 


prohibitory statutes (31 U. 8. C. 551 
and 5 U.S. C. 83). 
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of such appropriations; hire of passenger 
motor vehicles; purchase of not to exceed 
[ten] two aircraft for use outside the 
continental limits of the United States 
and maintenance, operation, and hire of 
aircraft; purchase of not to exceed 
{fifty ] twenty-five passenger motor ve- 
hicles for use outside the continental 
limits of the United States and, in addi- 
tion, passenger motor vehicles abroad 
may be exchanged or sold and replaced 
for an equal number of such vehicles; 


transportation of privately owned auto- 


mobiles; entertainment within 
the United States (not to exceed 


$20,000) exchanze of funds without re- 
gard to section 3651 of the Revised 


Statutes (31 U. S. C. 543); loss by ex- 


change; expenditures (not to exceed 
$50,000) of a confidential character 
other than entertainment provided that 
a certificate of the amount of each such 


expenditure, the nature of which it is 
considered inadvisable to specify, shall 
be made by the Director or Deputy 
Director of Mutual Security, and every 
such certificate shall be deemed a suffici- 
ent voucher for the amount therein 
specified; insurance of official motor 


EXPLANATION OF CHANGES 


“hire of passenger motor vehicles; 
purchase of not to exceed ten aircraft 
for use outside the continental limits of 
the United States and maintenance, 
operation, and hire of aircraft; purchase 
of not to exceed fifty passenger motor 
vehicles for use outside the continental 
limits of the United States and, in addi- 
tion, passenger motor vehicles abroad 
may be exchanged or sold and replaced 
for an equal number of such vehicles;’” 
purchase, hire, and exchange of aircraft 
and passenger-carrying vehicles must 
be specifically authorized in the appro- 
priation language because of prohibi- 
tory statutes (5 U. 8. C. 78). 

“transportation of privately owned 
automobiles;’? required because’ the 
Comptroller General has held that pri- 
vately owned automobiles are not 
“household goods and personal effects.’’ 
To permit transportation of privately 
owned automobiles for employees over- 
seas, specific language is required. 

“entertainment within the United 
States (not to exceed $20,000); the 
Comptroller General in decisions has in- 
dicated that because entertainment ex- 
penses are unusual, they must be 
specifically authorized in the appropria- 
tion language. 

“exchange of funds without regard to 
section 3651 of the Revised Statutes 
(81 U. S. C. 543); this waiver is re- 
quired to permit exchange of United 
States dollars for foreign currencies 
which are required in the conduct of 
business in foreign countries. 

“Joss by exchange;’’? to protect dis- 
bursing officers from losses resulting 
from fluctuation in the exchange rates. 
Without the language such officers 
would be liable for losses. 

“expenditures (not to exceed $50,000; 
of a confidential- character other than 
entertainment provided that a certifi- 
cate of the amount of each such expendi- 
ture, the nature of which it is considered 
inadvisable to specify, shall be made by 
the Director or Deputy Director of 
Mutual Security, and every such certifi- 
cate shall be deemed a sufficient voucher 
for the amount therein specified;’ as 
expressed in the language this authority 
is desired to be utilized for expenses of 
a confidential character, the nature of 
which it is considered inadvisable to 
specify on the face of documents, 


“insurance of official motor vehicles in 
foreign 


countries; the Comptroller 
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vehicles in foreign countries; acquisition 
of [temporary] quarters outside the 
continental limits of the United States 
to house employees of the United States 
Government by rental (without regard 
to sec. 322 of the Act of June 30, 1932 
as amended (40 U.S. C. 278a)), lease, 


purchase, or construction, and necessary 
repairs and alterations to such [tem- 


porary] quarters; health and accident 
insurance for foreign trainees and tech- 
nicians while en route or absent from 
their own countries participating in ac- 
tivities authorized under the Mutual 


Security Act of 1951, as amended; actual 
expenses of preparing and transporting 
to their former homes in the United 
States or elsewhere the remains of per- 
sons or members of the families of per- 
sons who may die while such persons are 


away from their homes participating in 
activities under the Mutual Security Act 
of 1951, as amended; and services of com- 
missioned officers of the Publie Health 
Service and of the Coast and Geodetic 
Survey, and for the purposes of provid- 
ing such services the Publie Health Serv- 
ice may appoint not to exceed twenty 
officers in the Regular Corps to grades 
above that of senior assistant, but not 
above that of directcr, as otherwise 
authorized in aceordance with section 711 
of the Act of July 1, 1944, as amended 

12 U. S. C. 211a), and the Coast and 


Geodetic Survey may appoint for such 
purposes not to exceed twenty commis- 
sioned officers in addition to those other- 


EXPLANATION OF CHANGES 


General has held that unless specifically 
authorized, insurance premiums cannot 
be paid. It is considered to be in the 
interest of the participating agencies to 
have this authority. 

“acquisition of quarters outside the 
continental limits of the United States 
to house employees of the United States 
Government by rental (without regard 
to section 322 of the act of June 30, 1982, 
as amended (40 U. 8S. C. 278a)), lease, 
or construction and necessary repairs 
and alterations to such temporary quar- 
ters; The waiver pertains to the law 
which limits the annual rental to 15 per- 
cent of the fair market value of the 
property and alterations and repairs to 
25 percent of the first year’s rental, 
Where quarters are difficult to obtain, 
it may be necessary to make payments 
in excess of those specifically authorized 
by law. 

‘Purchase of quarters.” ) 
tion 413 (ce) (22 U. S. C. 1557) of the 
Act for International Development 
(Publie Law 535, 81st Cong.), employees 
are entitled to the same compensation 
and allowances as is provided by the 
Foreign Service Act of 1946 as amended. 
As in the Foreign Service, it has been 
necessary for TCA to supply housing 
for its technicians, in lieu of the allow- 
ances, in localities where housing is not 
readily available, 

‘health and aecident insurance for 
foreign trainees and technicians while 
en route or absent from their own coun- 
tries participating in activities author- 
ized under the Mutual Security Act of 
1951; The Comptroller General holds 
that insurance policies cannot be paid 
without specific authority. It is con- 
sidered in the interest of the United 
States to pay insurance premiums on 
policies of foreign trainees and tech- 
nicians, 

‘actual expenses of preparing and 
transporting to their former homes in the 
United States or elsewhere the remains 
of persons or members of the families of 
persons who may die while such persons 
are away from their homes participating 
in activities under the Mutual Security 
Act of 1951;” 


By see- 


“and services of commissioned officers 
of the Public Health Service and the 
Coast and Geodetie Survey, and for pur- 
poses of providing such services the 
Publi¢ Health Service may appoint not 
to exceed twenty officers in the Regular 
Corps to grades above that of senior 
assistant, but not above that of director, 
as otherwise authorized in accordance 
with section 711 of the Act of July 1, 
1944, as amended (42 U.S. C. 21 1a), and 
the Coast and Geodetic Survey may 
appoint for such purposes not to exceed 
twenty commissioned officers in addi- 
tion to those otherwise authorized.” 
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MUTUAL SECURITY 

wise authorized: Provided, That not to 
exceed [$75,000,000] $43,790,000 shall 
be available for administrative expenses 
of the departments and agencies con- 
cerned with the administration of the 
programs provided for herein and no 
part of such amount shall be used to pay 
the salary of any civilian emplovee at a 
rate greater than that paid by the State 
Department for comparable work or 
services in the same area. 

Sec. 3. No part of any appropriation 
contained in this Act, or of the funds 
available for expenditure by any cor- 
poration included in this Act, shall be 
used to pay the salary or wages of any 
person who engages in a strike against 
the Government of the United States 
or who is a member of an organization 
of Government emplovees that asserts 
the right to strike against the Govern- 
ment of the United States, or who ad- 
vocates, or is a member of an organi- 
zation that advocates, the overthrow of 
the Government of the United States 
by force or violence: Provided, That for 
the purposes hereof an affidavit shall 
be considered prima facie evidence that 
the person making the affidavit has not 
contrary to the provisions of this see- 
tion engaged in a strike against the 
Government of the United States, is 
not a member of an organization of 
Government employees that asserts the 
right to strike against the Government 
of the United States, or that such 
person does not advocate, and is not a 
member of an organization that advo- 
ates, the overthrow of the Government 
of the United States by force or vio- 
lence: Provided further, That any person 
who engages in a strike against the 
Government of the United States or 
who is a member of an organization of 
Government employees that asserts the 
right to strike against the Government 
of the United States, or who advocates, 
or who is a member of an organization 
that advocates, the overthrow of the 
Government of the United States by 
force or violence and accepts employ- 
ment the salarv or wages for which are 
paid from any appropriation or fund 
contained in this Act shall be guilty of 
a felony and, upon conviction, shall be 
fined not more than $1,000 or imprisoned 
for not more than one year, or both: 
Provided further, That the above penalty 
clause shall be in addition to, and not 
in substitution for, any other provisions 
of existing law. 


EXPLANATION OF CHANGES 
The provision is required to continue in 
effect authority contained in the fiscal 
year 1951 appropriation for the Act for 
International Development and re- 
peated in the Mutual Security Appro- 
priation Act of 1952 which allowed the 
Public Health Service and Coast and 
Geodetic Survey each to commission 
additional officers to meet the require- 
ments of the program for international 
development. 
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SUBSTANTIVE CHANGES 


Mr. Gary. Can you give us a brief oral statement on any substan- 
tive changes which are made? 

Mr. Murpny. Well, starting right at the beginning of the act, sir, 
in title I, under “ Military assistance,” there \is an elimination of the 
provision of an appropriation for the payment of obligations incurred 
under previous contract authority, because there is no outstanding 
unfunded contract authority at this time. Last year you will recall 
that we still had $44 million unappropriated from contract authority 
of $500 million which was voted in the 1950 fiscal vear. Well, the 
appropriation made by the Congress last vear cleaned that up, and at 
this point there is no outstanding unfunded contract authority, so that 
particular provision is deleted from the “Title I, Military assistance” 
appropriation. 

The “Title I, Economic and technical assistance” appropriation 
this vear does not carry any specific reference to an appropriation to 
carry out the provisions of section 115 of the Economic Cooperation 
Act as amended, because the Congress authorized a specific appropria- 
tion for that under title V of the Mutual Security Act for movement of 
surplus migrants from Europe. So that particular item is provided 
for later on in the language. 


AID TO SPAIN 


Under the item of “Assistance to Spain,” no additional specific 


appropriation was made or authorized this year by the Congress, 
and that accounts for the deletion of the first sentence of the language 
as it presently appears. However, the Congress did authorize the 
continued availability of the unexpended balance of that appropriation 
for 1953, and language has been inserted to make that provision 
effective. 

There are no substantive changes in “Title IT, Military assistance.” 

Mr. Taser. How much did the Spain business amount to? 

Mr. Murpny. Well, last year, Mr. Taber, Congress appropriated 
a specific sum of $100 million. 

Mr. Taper. Yes. 

Mr. Mureny. To be used for assistance to Spain. This language 
would continue that sum available through 1953. 

Mr. Taser. You mean they have not spent any? 

Mr. Murpny. That is correct, sir. It is all unexpended at this 
point. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Gary. All right, sir. 

Mr. Murpny. There are no substantive changes in “Title IT, Mili- 
tary assistance,” language provisions. In ‘Title Il, Economic and 
technical assistance,’ however, there are a number of changes, mainly 
designed to reflect the action of Congress in making specific appropri- 
ation authorizations for Palestine refugee relief and relief and resettle- 
ment of refugees entering Israel; whereas last year those two items were 
part of the over-all “Economic and technical assistance” authorization 
for title II. The appropriation language has been amended ac- 
cordingly. 
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In “Title If, Military assistance,” there are no substantive changes 
proposed. 

On the “Title III, Economie and technical assistance” 

Mr. Taser. What is title IIT? 

Mr. Murpny. Asia and the Pacific, sir. 

Mr. Taser. All right. 

Mr. Murpny. In the same area, under title IIT, for “Economie and 
technical assistance,” again we have some changes in the language 
required because the Congress authorized specific separate appropria- 
tions for activities carried on under the ECA Act as amended, and the 
Act for International Development, for fiscal year 1953, whereas 
during fiscal year 1952 one lump-sum was authorized to be appne- 
priated for use under either of those acts. It was necessary, therefore, 
to make the language reflect the fact that two different amounts are 
available under different laws. 

On the section dealing with the United States contribution to the 
United Nations Korean Reconstruction Agency there are no sub- 
stantive changes. The language has been amended to provide for 
the continuation of the authority as made by Congress of an appro- 
priation for $45 million for fiscal year 1953. 

No substantive changes appear in “Title IV, Latin-American mil- 
itary assistance,’ or in “Title IV, Latin-American economic and 
technical assistance.” 





NEW ITEMS 


Several new items appear hereafter which did not appear in last 
year’s act, and, again, they are accounted for by the fact that the 
authorizing act authorizes specific appropriations for certain items 
which last year were included in over-all appropriations. 


MOVEMENT OF MIGRANTS 


The first example is for the movement of migrants, the contributions 
to the Provisional Intergovernmental Committee for the Movement 
of Migrants from Europe. 

Mr. Taser. I thought you had $20 million in there, above, for that. 

Mr. Murpnuy. That is the technical assistance for Latin America, 
to continue the point 4 program in Latin America, sir. 

Mr. Taser. As to these migrants, from where do they come? 

Mr. Murruy. From where do the migrants come? 

Mr. Taper. Yes. 

Mr. Mureuy. From Europe, sir. 

Mr. Taser. Where do they go? 

Mr. Mureuy. To many countries; Canada, Australia, and several 
of the Latin-American countries. Some of them come to the United 
States. We are contributing.to an intergovernmental organization, 
sir, toward the expense of moving these people. 

Mr. Gary. Off the record. . 

(Discussion off the record.) 


OCEAN FREIGHT 


Mr. Mvurpny. The next item is a specific appropriation language for 
the expenses of paying ocean freight on the voluntary relief packages. 








Again, that is required because the authorizing language provides for 
a specific appropriation for this item, rather than putting it in the over- 
all item as in the past. 


CONTRIBUTION TO UN AND UNICEF 


The next item is for a contribution to the United Nations for the 
expenses of a technical cooperation program of that organization. 
This vear that is a specific authorization in the Mutual Security Act, 
whereas last year the funds for this purpose were taken from several 
of the titles of the act. 

The next item is a brand-new item appearing in the Mutual Security 
P¥ogram this vear for the first time. It provides for an appropriation 
to finance the contributions of the United States Government to the 
United Nations International Children’s Emergeney Fund. 

(Discussion off the record.) 

Mr. Murrny. The next item is to authorize the operation of the 
Institute of Inter-American Affairs, which is a Government corpora- 
tion. This language is standard language which has been used many 
times in the past, and it is required by section 104 of the Government 
Corporations Control Act to appear in any appropriation act which 
is to finance the activities of a Government corporation. 

Now, with respect to the general provisions, insofar as the substance 
is concerned, the changes are three in number, 


PURCHASE OF AIRCRAFT 


There is an authorization request to cover the purchase of two 
aircraft for use outside the continental limits of the United States. 
Ten were authorized to be purchased last vear. 

(The matter referred to follows: ) 


PURCHASE OF AIRPLANES FOR TCA 


The authority for the purchase of planes in the current fiscal vear was justified 
primarily for the loecust-spraving campaign, and, to a minor degree, for the trans- 
portation of technicians. Only light planes were purchastd. To date, these 
planes have been used in the locust campaign exclusively and have been extremely 
effective in the success of the campaign. The cost per hour of operation is about 
one-fifth of the best obtainable rate by contract. 

It now develops that technicians in India and Pakistan are encountering the 
greatest of difficulties in traveling to and frem their posts of duty within those 
countries. Railway service is poor or nonexistent, particularly to many of the 
smaller cities and villages. Commercial plane service is not available to most of 
the provincial capitals, and many large cities have only weekly service. Reser- 
vations are most difficult to obtain, and are subject to a 10 percent cancellation 
fee even if official duties require the cancellation. Roads are poor or nonexistent, 
and travel by river is possible to many points only in the rainy season, It seems 
evident that the provision of adequate transportation facilities will reduce ex- 
penses by reducing the waiting time of technicians. 

The request contemplates the purchase of two Beechcraft cabin planes (or 
equal), one each for india and Pakistan. 


PURCHASE OF PASSENGER VEHICLES 


Twenty five passenger-carrying vehicles are also requested, for use 
outside the continental limits of the United States, instead of the 50 
that were authorized last year. 

(The matter referred to follows: ) 
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PURCHASE OF PassSENGER-CARRYING Cars For TCA 


TCA has authority in this fiscal year to purchase 50 passenger-carrying cars, 
which will bring the total number in use up to 107, The ears are subject to the 
standard $1,400 limitation, and consist of two- and four-door light sedans. They 
are used by the technicans for the transaction of their official business, and are 
purchased for use only where “rougher’’ vehicles, such as jeeps, pick-up trucks, 
or carry-alls are not satisfactory. 

Currently TCA has approximately 1,100 technicans overseas, The 1953 
budget contemplates 2,761. It will be noted that the increase in the total pas- 
senger-car fleet is less than 25 percent, while the total technican staff will more 
than double. 


PROCUREMENT OF HOUSING 


And another change is requested in connection with quarters. You 
are requested to eliminate the word “temporary” in two places, and 
also to insert “authority to purchase,” in addition to “authority to con- 
struct.” We have believed that the authority to construct quarters 
implied the authority to purchase them, but we thought it would be 
better to clarify that, in case there is any doubt. We put in the 
authority for the purchese separately. 

(The matter referred to follows:) 


PURCHASE OR CONSTRUCTION OF PERMANENT Hovusine By TCA 


sv section 413 (c) of the Act for International Development (Public Law 535, 
Sist Cong.), emplovees are entitled to the same compensation and allowances as 
is provided by the Foreign Service Act of 1946 as amended. As in the Foreign 
Service, it has been necessary for TCA to supply housing for its technicians, in 
lieu of the allowances, in localities where housing is not readily available. 

Prior appropriation language provided for the construction or rental of tempo- 
rary quarters for emplovees of the United States Government. This language 
raised problems. 

What is the definition of ‘temporary’? In some countries, the only loeal 


building material is native stone. A house constructed with such material and 
the use of local labor will be far less expensive than any imported house of tempo- 
rary type could possibly be. It seems difficult to call a stone house temporary, 


I think that is the total of all the substantive changes, Mr. Chairman. 

Mr. Gary. Thank yor, sir. 

Mr. Wood, I want to thank vou for your cooperation in expediting 
and facilitating these hearings. I think we have gotten a pretty 
complete picture of the items which are presented in the bill. You 
and your staff have done a very good job. 

Mr. Woop. Mr. Chairman, the thanks are from this side, it seems 
to me, for your patience and consideration. I think, if I may para- 
phrase a man who is pretty prominent and who is running for the 
presidency, when asked how he liked it he said: “I cannot tell a lie 
and tell you I love it.” [ would perhaps say that, but at the same 
time say that if we have to do this, as we do, it is a great pleasure to 
appear before the members of this subcommittee. Whatever they do 
they are always fair and searching in their questions. We are very 
grateful to you indeed, sir. 

Mr. Gary. Thank you, sir. 








844 


WITNESS 


TRACY S. VOORHEES, VICE CHAIRMAN OF THE COMMITTEE ON 
THE PRESENT DANGER 


Mr. Gary. We will be glad to hear from you, Mr. Voorhees. 

Mr. Vooruers. | wish to thank you for the opporutnity of appear- 
ing before you. 

As I think you know, the Committee on the Present Danger is a 
nonpartisan group of citizens who are primarily interested in defense, 
We do not claim to have all the answers. 

We have been very much interested in the subject of defense and 
have made extensive studies of it. Dr. James B. Conant, is chair- 
man of the committee. 

I shall try not to repeat here the material you already have. I 
testified before the House Foreign Affairs Committee in its hearings 
on the authorization legislation (p. 437) and you have a_ published 
statement by our committee, and a more detailed study which we 
made of the Mutual Security Program this year. This followed a 
similar study made last vear. 

As you may know, Mr. Gary, my interest in this subject originated 
from my work as Under Secretary of the Army and particularly from 
studies I made over the several months period before I resigned 2 
years ago. A good deal of that work was done in connection with 
Dr. Vannevar Bush, and some time after I resigned the question was 
discussed with Dr. Conant and Judge Patterson. (Since his death, 
I may say that Mrs. Patterson has since taken his place on our 
committee.) It was felt by some of us that a nonpartisan committee, 
with no personal ends to serve, composed of citizens who sought 
nothing for themselves, and which would devote itself primarily to 
the subject of defense, might be of use. 

We took up especially, although we have also studied other matters, 
the subject of mutual security because we accepted the almost, 
unanimous judgment of our responsible military men that the defense 
of the United States had to be made jointly with Europe, and because 
we felt that this was the most economical, as well as the most effective, 
means of making such defense. For that reason we also supported 
the troops-for-Europe program a year ago. 

Based upon our study of these subjects, we believe that the building 
up of a force in Europe as quickly as possible has three major values: 

First, a tremendous value as a deterrent against a major Russian 

aggression, 
B Second, the value of a considerably smaller force than a force that 
can withstand a major Russian aggression, but which would be 
sufficient to prevent a sudden attack. It is our belief that perhaps 
we are not too far away from this now. In other words, if we can get 
to a place at which the Russians cannot run over Western Europe with 
just the troops they have in Eastern Germany; where they would 
have to telegraph their punch by 60 to 90 days through a real mobiliza- 
tion, we would have a great increase in the degree of security for the 
United States as well as for Europe. That is a goal which is within 
reasonably early prospect if we go ahead vigorously. 

Third, there is the importance of strengthening the Western 
European governments’ hands by possession of sufficient forces of 











845 


their own so that they can know that they can put down subversion 
and can act firmly with the internal Communist menace which is 
such a danger. 

Our committee is interested in the defense of the United States on 
the most economical basis that is possible, but we believe that one 
cannot look at the problem just over 1 year, or even 2 years; that it 
has to be considered over a period of several years. We believe the 
only way in which this defense can be made with long-range economy 
for the United States is to create a sufficient defense in Europe so that 
we can scale down our own Military Establishment very greatly. We 
believe that within about 2 years itshould be possible to do that, with 
a saving of some $12 billion a year in our own Military Establishment. 

In order not to duplicate what has been presented probably much 
better that I can present it, I have tried to collect some figures illustra- 
tive of what we believe to be true economy. I had some assistance 
from some people in the Department of Defense in this, but the 
assistance was not at their initiative but at mine. I requested it. 
It seemed to me that it would be useful if your committee should be 
able to appraise what the tangible effects will be of the cuts already 
made and of further possible cuts of the order of possibly $250 million 
or $500 million. To do that I have made certain assumptions that I 
think are valid: 

In the first place, I take the reduction already made below the 
President’s request in the authorization act as applied to military aid 
to Europe. This is about $729,000,000. Then it would seem logical 
to me—and I make this assumption—that in order not to discourage 
the Europeans, the 10 percent shift which the authorization legislation 
permits should be made from military aid to defense support. This 
is because that will serve to make possible maintenance of the scale of 
Europe’s own effort which was planned. I[ think that is the most 
economical type of defense that we can set up, and therefore I would 
assume that this would be done. Also the $25 million for Spain 
would have to be provided. 

If these things were done, the military aid for Europe would be 
decreased by almost exactly $1,096,000,000 below the amount which 
was originally requested. 

The Joint Chiefs of Staff, and separately the NATO standing group 
in Washington, and separately SHAPE have all made estimates of the 
minimum defense forces they need. 

The Lisbon plan could not meet that requirement and scaled it 
down because of the economic cost. Therefore, the Lisbon plan is 
itself below the scale that the military men feel is necessary. There 
will be some further short falls. Partly these lie in our own delayed 
deliveries and partly in the fact that the European nations probably 
committed themselves to do more than they could actually do in a 
limited time. 

So after those downward adjustments we come to this further 
decrease of the planned military power resulting from the $1,096,000,- 
000 cut which I have just mentioned. Such a reduction could be 
applied, of course, by the military men in several ways. My figures are 
merely illustrative and do not, of course, necessarily indicate that this 
would be the way that the cut would be applied. If it were all 
applied to the reduction in United States military equipment for 
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European divisions, it would mean a cut of 8% divisions. Those 
divisions are roughly comparable, but not quite as strong, as United 
States divisions. Still they are roughly comparable military units. 
So that we will have a very considerable reduction in the planned 
Allied forces on active duty, which would be alongside our United 
States forces over there. . 

If this cut on the other hand were applied partially to the Army 
and to the Navy and to the Air Force, as I assume that it would be, 
it would mean about 5 fewer divisions in the European armies, about 
13 fewer air squadrons, and about 48 fewer naval vessels, mostly 
minesweepers and some destroyer escorts. 

These figures measure the amount that the planned military 
strength will be reduced by the difference between the original request 
and the authorization act. 

Another $250 million cut would mean a reduction of two more 
European divisions. A cut of $500,000,000 would mean four fewer 
European divisions. 

| would like to urge respectfully that such cuts would not represent 
true economy for the United States. 

The American portion of the equipment necessary to set up an 
average European division costs about $133 million. The total cost 
of equipping a European division and maintaining it for a year, in- 
cluding the combat support troops—that would be a total strength of 
about 39,000 men—is about $280 million. In other words, every 
dollar that comes off this appropriation means, we believe, something 
over $2 lost in newly created European divisions. Of course, after the 
first year there will not be any cost, or only a negligible cost, to the 
United States, for the rest would be paid by the Europeans. 

I think that it might be of interest to compare this United States cost 
with the expense of setting up an American division with its combat 
support troops (possessing 2 total strength of 41,000), and of maintain- 
ing such a division for a yeer. This involves a direct cost to the 
United States of about $475 million, and after the first year it costs 
about $165 million each year to meintain it. But compared with 
such $475 million for a United States division, we can make it possible to 
create a European division, since the Europeans are willing to supply 
the manpower and part of the equipment—they cannot supply the 
heavy equipment, but they cen the light equipment—tfor only $133 
million of United States expenditure for the first year. In other 
words, the ratio of loss of defense strength for each dollar cut from the 
present appropriation is approximately 3% to 1 as compared with the 
cost of setting up the same military force with our own boys. 

We believe, as I am sure you believe, that the tremendous strain 
upon our economy of the cost of defense is an appalling thing, partic- 
ularly as we may have to meintein it over perhaps 10 years. We 
believe the only way that this cen be reduced in a way consistent with 
our own security is to set up a strong joint European defense. 

We believe, also, that there are psychological factors of the greatest 
importance in maintaining a strong United States leadership of this 
enterprise. Tee 

We, therefore, respectfully urge that further reduction in the appro- 
priation below the amount authorized would decrease our joint mill- 
tary strength to a degree far out of proportion to the amount of 
saving in United States dollars. 
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Mr. Taper. If we should send over there the things that have 
already been provided, something like $12 billion, that would provide 
the arms necessary to operate something like 80 or 90 divisions, 
according to those figures that you gave us; is that not about right? 

Y aT a ry. » . . . . 

Mr. Voorners. The figures for the future projections are classi- 
fied. May I speak off the record? 

Mr. Taner. Perhaps the cost of equipping a division is classified? 

Mr. Voorness. I got them to release that. I thought that it 
was a thing that ought to be known and it has been released. 

Mr. Taser. It would be 90 divisions instead of 80. 

Y ry. al 

Mr. Voornrrs. The Europeans would be unable at once to pay 
their part in raising a force as big as 90 divisions. 

y - . ¢ 

Mr. Taser. How large a force can we figure they can support? 
Suppose we have already provided them with as much money as is 
necessary to equip all that they might possibly be able to provide, 
we would not be making too strong a case for further appropriations. 

Mr. Voornees. The hesitancy I have in attempting to reply to 
that is that the strength of planned future forces is classified infor- 
mation. The projected forees for this year have been announced, 
including the United States divisions over there. There will be 25 ac- 
tive divisions by the end of this year if they go through with program 
and 25 reserve divisions. There will be a big increase in that next 
year and the vear following. 

(Discussion off the record.) 

Mr. Gary. Thank you, Mr. Voorhees. 

(In response to the above question, Mr. Voorhees later submitted 
the following letter:) 

JUNE 20, 1952. 
Hon. J. VauGHAN Gary, 
Chairman, House Appropriations Subcommittee in Charge of Mutual Security 
Bill, Washington, D. C. 

Dear Mr. Gary: This is written pursuant to my promise to furnish to the 
best of my capacity certain information asked of me at the hearing yesterday, 
which I did not have the data at that time to answer adequately. The question 
proceeded upon the assumption that there will be $10 to $12 billion of mutual 
security funds unexpended as of June 30. Using the figure to which I had 
testified of $133 million cost for the United States portion of the equipment of 
an average Kuropean division, it was suggested that this would be enough to 
equip up to 90 divisions. The question asked of me, therefore, was why further 
funds are necessary. 

I proceeded directly from the committee hearing to the Defense Department, 
and dug into the figures myself with aid from Assistant Secretary MeNeil’s 
office. 

The unexpended funds for military aid for all areas (titles) as of June 30, 1952, 
are estimated at $8,384,000,000. : ad 

The portion of this which is for Europe (that is, title I) is $6,940,000,000. This 
includes the entire program for military aid to Europe including buiiding up navies 
and air forces as well as armies. The Army portion of this balance—that is, 
the amount which is available to equip European divisions—is only $38,706 
million, not $10 to $12 billions. ; yi 

If this unexpended balance were used entirely to furnish the United States- 
supplied equipment for new divisions it would provide for only 28 divisions 
instead of 90. : an ; 

However, in fact, this money has in substantial part been utilized to bring up to 
full equipment divisions which were in being and had some portion of their equip- 
ment already. Actually, the appropriations for mutual security already made, 
including that for 1952, provide military aid funds for the United States portion 
of the equipment for approximately 50 fully equipped Euroy ean divisions. The 
unexpended funds are now being held to be paid over under outstanding contracts 
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as soon as this equipment is delivered. Accordingly none of these moneys are 
available to equip the additional divisions which will be required. 

The military plan, of course, calls for a very considerable increase in the number 
of divisions beyond the numbers so provided for, and the new appropriation now 
before you will furnish the United States part of the equipment for some of these 
divisions. 

The plan as to number of divisions has been, I believe, presented to your 
committee by the Pentagon already, and since the information is highly classified 
I am sure you will agree that it is appropriate that any further data desired about 
this should come from official sources rather than from me. I have accordingly 
arranged with General Olmsted to furnish any additional information as to this 
which you may desire. 

However, my further study confirms the fact that the funds already appropria- 
ted, including the unexpended balances and also the pending appropriation now 
before you, are requisite to carry out a carefully developed plan for a minimum 
number of divisions considered by our responsible military leaders to be imperative 
to deter a Russian attack. 

Sincerely yours, 
Tracy 8, VoorHEEs, 


TOBACCO FOR OVERSEAS CONSUMPTION 


Mr. Gary. Some of the tobacco people in my district and through- 
out the South are concerned because of the fact that the Mutual 
Security Agency has not included tobacco as an item to be financed. 
The Agency has indicated the view that the requirements for the 
United States tobacco can be financed with dollars from other sources. 
The Agency has indicated that it considers the adequate supplies of 
leaf tobacco to manufacture products acceptable to consumers are 
essential to purposes and objectives of the Mutual Security Program 
and are necessary to support the defense effort. 

I concur with this view for the following reasons: 

First, the tobacco-tax revenue contributes substantially to the 
budgets of all countries; for example, we understand that the current 
tobacco-tax revenues are equivalent to about one-fourth of the West 
German Government’s defense budget and about 40 percent of the 
United Kigdom’s defense budget. 

Second, supplies of required leaf tobacco inadequate to meet the 
needs of tobacco manufacturers undoubtedly will increase the present 
serious leakage of dollar exchange, as well as loss of internal revenue 
through black market tobacco operations. Such a development would 
reverse the trend of the last 4 years, during which the black market 
losses have been substantially reduced because of increased tobacco 
supplies. 

Third, it has been well established that tobacco occupies a super- 
priority position as an incentive to production and as a morale factor 
for both military and civilian populations. 

In support of that position I submit the following supporting ma- 
terial for the record. 

(The matter referred to follows:) 


Tosacco IN THE EcoNoMy OF WESTERN EUROPE 


. 


Since the earliest colonial days, European countries have depended upon 
foreign areas—principally the United States—for the bulk of their tobacco 
supplies. Production in the Western European area now provides for only about 
one-half of the area’s total needs with the result that iarge quantities must be 
imported. Further, all the types needed to meet consumer demand cannot be 
grown locally. For example, products made from tobaccos grown only in Germany 
regardless of volume, would fail completely to satisfy consumer needs. 





- | ' 
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The United States and other Western Hemisphere areas can produce tobacco 
more cheaply than the cost of raising additional supplies in Europe. Aside from 
the fact that Europe cannot produce the types of tobacco needed, expanding 
tobacco production there would result in a smaller food production in the Western 
European area at a time when ample tobacco is available in the United States and 
other foreign areas. 

How important is the tobacco-smoking habit to Western Europe generally? 
This question can best be answered in three parts: (1) The revenue-producing 
aspect; (2) the morale and incentive factors; and (3) black-market operations or 
what happens if the reasonable consumer demand is not met. 

As a producer of Government revenue, tobacco is of paramount importance to 
the economies of Western Europe—and especially so during this period of heavy 
armament expenditures. Taxes received from tobacco sales in the individual 
countries represent from 4 to 23 percent of the total Government receipts. Such 
revenues from tobacco are a steady and reliable source of Government income. 

In the attached table, an estimate has been made of the role tobacco revenue 
plays in the economy of the European countries which have received authoriza- 
tions for tobacco purchases under the ECA program. These figures give an 
indication of the returns from the allotments of United States dollars that have 
been made covering tobacco purchases. The countries concerned include 
Austria, Belgium, Denmark, France, Western Germany, Ireland, Italy, Nether- 
lands, Norway, and the United Kingdom—most of whom are playing an important 
part in our plans to make a bulwark against the Communist threat. 

From the beginning of the ECA program in early 1948 through 1951, approx- 
imately $450 million worth of United States tobacco has been shipped to these 10 
countries. This $450 million worth of tobaceo, when manufactured into cigar- 
ettes, cigars, and other tobacco products, vielded the garious governments a sum 
equivalent to 3,625,500,000 United States dollars in tobacco taxes. Ineluding 
the ‘counterpart funds” paid into the government treasuries by importers for the 
tobacco they received, the total income realized from tobacco for these 10 coun- 
tries under the Marshall plan reached the equivalent of 4,053,000,000 United 
States dollars. The initial investment on our part yielded these countries the 
equivalent of $9 in revenue and counterpart funds for every $1 expended by ECA 
of appropriated funds. 

Specific examples of the United Kingdom and Western Germany may serve to 
further emphasize the revenue-producing aspects of tobacco. ECA authoriza- 
tions for tobacco shipped to the United Kingdom for 1948 to the present total 
$236.4 million. It is estimated that this tobacco has yielded the British Govern- 
ment a revenue of $2,330,900,000 equivalent, or better than 10 to 1. For Ger- 
many, ECA dollars totaling 71.9 million have returned to the government the 
equivalent of $696.7 million in revenue. 

The second part of the answer to the question regarding the necessity for main- 
taining tobacco supplies in Western Europe is not so tangible as the revenue as- 
pect, and cannot be appraised statistically. It is the morale and incentive value 
derived from tobacco. 

Before the ECA program came into being, General Marshall, speaking at a 
meeting of the National Cotton Council, on January 22, 1948, had this to say: 
“Tobacco is another staple that will be shipped to Europe in considerable volume, 
It is not as essential as food and clothing, of course, but even under austere living 
conditions and rationing it is found advisable to make some concession to human 
nature. Tobacco comes within the category of incentive goods. As a practical 
matter, it has been found that the availability of tobacco is an effective stimulus 
to morale and productivity.” 

Tobacco was one of the first commodities shipped to the British under lend- 
lease during the recent war. It was ineluded in the K ration distributed to our 
forces during World War II. In peace, as well as in war, tobacco is one of the 
amenities of life that has no tangible value. 

Tobacco consumption has been a definite aid to morale and incentive during 
the difficult vears of rebuilding the economy of Western Europe since the close of 
World War II. Tobacco and its products provided the kind of incentive which 
could be easily and effectively introduced into the economy of these countries to 
stimulate productivity. It was so used during the early postwar years in Western 
Germany to increase coal output. 

Nor was this development confined to Western Germany. From the workers’ 
point of view, it was useless to work longer and harder for additional wage: that 
were of I ttle value, since the avaiable supply of consumer goo ts was far below 
demand. 
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Tobacco is so highly prized, however, by workers and priced so high in relation 
to incomes of most of these European workers that they are willing to work 
longer than they would otherwise have to do in order to purchase the tobacco they 
desire. For example, in the United Kindgom, it takes the wages from over 1 
hour of work to purchase a package of cigarettes. There is a direct relationship, 
intangible though it may be, between tobacco availability and the incentive of 
workers to produce more goods for defense. A good sypply of tobacco could be 
one of the principal encouragements to full production and greater productivity 
during the rearmament period. 

Since the recent war, there has existed in several countries of Western Europe 
an extensive black market in tobacco products. These black marketing opera- 
tions have occurred because of unstable currencies, shortages of consumer goods, 
and a desire for particular types of cigarettes in short supply. Conclusive evidence 
is available as to the willingness of people to pay extremely high prices for a 
particular kind of cigarette. The most notable example was the black market in 
Germany, although less extensive black marketings have occurred in Austria, 
France, and other Western European countries. 

The black merket in cigarettes is costly in three ways: First, loss of revenue to 
governments; second, loss of foreign exchange or goods which are exported 
illegally to pay for the smuggled cigarettes; third, weakening of morale and 
attendant ills accompanying almost any type of black market. The black market 
in foreign manufactured cigarettes in Germany was estimated during 1950 to 
have caused a Government loss of revenue amounting to 100 million marks, 
equivalent to $23 million. This volume of cigarettes was sold in Germany for 
the equivalent of approximately S100 million. ‘These proceeds were used to 
export goods and raw materials illegally, thereby causing a serious loss of foreign 
exchange. G 

From VE-day through 1948, the black market in cigarettes was much greater 
than in 1950 and 1951 and the reduetion in the biack market only began in 1948 
when supplies of United States tobacco were moved into Germany for manufacture 
into tobacco products. Since 1950 the German Government has reduced this 
black market further through strengthening of the customs and border patrols. 
Available information indicates that the leakage of dollar funds alone, excluding 
dissipation of other resources and losses of Government revenue, out of the 
economy of Wester Germany through the black market in cigarettes, amounts 
to several times the value of leaf tobacco moved from the United States to 
Western Germany since the end of the war. Further, in both Western Germany 
and Austria, the black market in cigarettes has provided profitable opportunities 
which have not been neglected by the Soviet Union. 
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CITIZENS COMMITTEE FOR UNICEF 


Mr. Gary. We will insert in the record at this point a letter from 
the Citizens Committee for UNICEF, dated June 5, 1952, with refer- 
ence to the request for funds for that organization. 

(The matter referred to follows:) 

‘ 
CirizENs CommirreE ror UNICEF, 
Washington, D. C., June 5, 1952. 
Hon. J. VAUGHAN Gary, 
Chairman, Subcommittee on Mutual Security Appropriations, 
House Committee on Appropriations, Washington, D. C. 

Dear Mr. Gary: Among the many much larger amounts authorized in the 
mutual-security legislation, the authorization for the International Children’s 
Emergency Fund (UNICEF) might seem unimportant. To those who know the 
work that UNICEF is doing, it seems of grave importance that the full amount of 
the authorization be made available by the Appropriations Committee for United 
States Government contributions to UNICEF. 

In the target budget for 1953 adopted by the executive board of UNICEF at 
its meeting in April, by far the largest part of the funds were allocated to projects 
in Africa, Asia, the eastern Mediterranean, and Latin America, areas where mal- 
nutrition and disease are rampant and children are desperately in need of help. 
The goals sought by the Children’s Fund in these areas are: (1) To lay the 
foundation for good public welfare and health work by local governments with 
demonstration feedings, milk-conservation programs, and maternal- and child- 
health programs; (2) to relieve children’s suffering from the painful diseases 
prevalent in these areas by mass attacks on the causes. Thus, the fund—to give 
a few examples—supplies machinery for pasteurizing and drying milk, midwives’ 
kits for local personne! trained in the maternal- and child-health centers, DDT to 
combat malaria, BCG vaccine for tuberculosis, and penicillin for use in the cure 
of the dread tropical disease vaws. In these projects there is the closest coopera- 
tion between UNICEF and the World Health Organization, the Food and Agri- 
culture Organization, and the United Nations Department of Social Affairs and 
Technical Assistance Administration. Supplies and equipment are contributed 
by UNICEF, while the specialized agencies contribute technical assistance. 

Attached is a sheet giving figures to show that, even with the full amount 
authorized in H. R. 7005, the program will have to be considerably cut. We 
urge your subcommittee to act favorably on the full appropriation for UNICEF. 

Yours sincerely, 


Mrs. DeForest VANStycx, Chairman. 
Mrs. MarGcaret F, Srone, Secretary. 
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United Nations International Children’s Emergency Fund—Target budgets and antici- 
pated income, 1951-53 


Target budget for 1951-52 covering projects mainly in the under- 

developed countries of Africa, Asia, the Eastern Mediterranean, 
Bria tatetaeny Po ee es $30, 000, 000 
Amount available and actually ‘allocated for fiseal 1952 18, 916, 000 
Projects deferred for future allocation 1_________. sg af ct ners 11, 084, 000 
Target budget for 1952-53__............____-- seat wa 20, 000, 000 


Total funds needed___________- es ¢ 31, O84, 000 


Authorization for UNICEF in H. R. 7005. : .. 46-485, 000 
Contributions, pledges, and estimated contributions from other 


Pg ete. aah dea, eine AE NS RECs Sin A foe ae ee ee eRe .2 2. * 8,663,025 
Other income, ine luding private contributions__.._.-...--------- 984, 000 
Total anticipated contributions___...---- ~~ ate das tage aot 26, 068, 025 
Rm eee se sis hs ee Se ee Ee eee 5, 5. O15, 975 


1 The administration of the fund finalizes program proposals for consideration of its executive board only 
when resources to meet such proposals are known, 
2 New contributions: 








Sweden______-_- Cn eC fee ORO Sac Aa Neo Oy ae Ee 
Luxemburg. as SIE BABA STS SS caine 
No eis ou ane ites Reade POS NA EN ete eee eee 98, 025 
Firm pledges for 1953. - .__- REE ED ERE EAT LP EE, BLES RANE 
Estimated contributions in Process « of ne gotiation for 1952. -_-__-- a scat prelaia es aia boececoioh, ie 
Estimated contributions for 1953_- ee LE A Sd Lae» Ol oe a EF ke Scans eee 
IN ah ed pial cesta aelales sauebannibuaeiidiies are Oe nego Sinan 8, 603, 025 


NEW ULM CIVIC AND COMMERCE ASSOCIATION 


Mr. Gary. At the request of Hon. Joseph P. O'Hara of Minnesota, 
a telegram from John R. Higgs, Chairman of the National Affairs 
Committee, New Ulm Civie and Commerce Association, will be 
inserted in the record at this point. 

(The matter referred to follows:) 


New Um, Minn., April 1, 1952. 
Representative JoserpH P. O’Hara, 
House Office Building, Washington, D. C.: 

The national affairs committee of the Civic and Commerce Association isopposed 
to further increase of foreign-aid appropriations and feels strongly that spending 
on foreign aid in fiscal 1953 be limited to $5 billion for the following reasons: 

Weakens United States economy, causing further inflation and undue hardship 
to already burdened taxpayers. 

Stifles initiative of nations receiving aid to a point where they won’t help 
themselves. ; 

The $7.9 billion left over from previous vears, we feel, is sufficient to carry out 
foreign-aid program. 

We ask that our statement be included in printed proceedings of committee 
hearings. 

Joun R. Hiaas, 
Chairman, National Affairs Committee, 
New Ulm Civic and Commerce Association. 


Mr. Gary. We will insert in the record at this point statements of 
the International Union of Electrical, Radio and Machine Workers 
(CIO), the League of Women Voters, and the W omen’s s International 
League for Peace and Freedom, expressing their views on the appropri- 
ation requests we are considering. 

(The matter referred to follows:) 
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INTERNATIONAL UNION OF ELECTRICAL, 
Rapio, and MacHIngE WorKERS, 
Washington 5, D. C., June 19, 1952. 
House APPROPRIATIONS COMMITTER, 
Capitol, Washington, D. C.: 

The CLO legislative department has asked us to send to vou the enclosed 
testimony of CIO seeretary-treasurer, James B. Carey, for inclusion in the record 
of the hearings on the pending mutual security legislation. 

We will appreciate it, therefore, if you will arrange to have this statement 
incorporated in the record. 

Sincerely, 
Les FINNEGAN, 
Assistant to the President. 


STATEMENT OF JAMES B. CAREY, SECRETARY-TREASURER OF THE CONGRESS OF 
INDUSTRIAL ORGANIZATIONS, JUNE 20, 1952. 


The CIO strongly recommends that Congress provide adequate appropriations 
to cover the total amount of funds which have been authorized to carry out the 
Mutual Security Program for the coming year. We are fully cognizant of the 
importance of this program in building up the defense and security of the free 
world against the threat of Communist aggression. American workers appre- 
ciate the seriousness of this threat and recognize their important stake in the 
survival of democracy. Therefore, labor has willingly made its heavy contribu- 
tion toward meeting the costs of the foreign-aid program and will do so for the 
coming year’s appropriation. 

The funds Congress authorized for the Mutual Security Program represent a 
minimum below which we dare not go without seriously endangering our security 
and that of the free world. Any attempted economy in the authorized funds 
will undoubtedly lead to a slowing up of the defense build-up and to serious 
economie difficulties for our allies participating in the Mutual Security Program. 

It should be remembered that the Mutual Security Program is a joint under- 
taking in which the free countries are participating in making contributions to our 
common objectives, according to their abilities. The countries in the North 
Atlantic Treaty Organization have agreed upon a carefully planned program of 
enlarging their armed forces, increasing periods of military services, increasing 
defense expenditures, and expanding needed defense and airfield construetion 
work. The program is being earried out with significant sacrifices in countries 
which have not vo" overcome the ravages of the recent war. In the framework 
of the OF EC, the Western Kuropean countries have undertaken an important 
program for expanding total output in the next 5 years by 25 percent in order to 
meet both defense and civilian needs. These basie programs for making the free 
world secure against Communist aggression depend on our support. We must 
pool our strength with that of the rest of the free world if these programs are 
to succeed. 

In carrying out their commitments for the coming year, the NATO countries 
with Western Germany are increasing defense expenditures by 26 percent, reducing 
investment levels slightly and leaving consumption levels at about last vear’s with 
a planned total production increase of about 4 percent. The EKuropean countries 
are planning a combined defense budget of about $14,000,000,000 out of their own 
limited resources. The per capita national output of these countries is less than 
one-third of the United States. These countries have been slowing up needed 
increases in relatively low living standards in meeting this emergency. Any redue- 
tion in our planned defense or defense support funds will have a serious impact on 
these plans. 

We should not forget that defense and economie aid are indivisible in building 
up the security of the free world. There is a strong temptation to accept the 
narrow view that defense can be measured solely in terms of military hardware 
and the number of persons in the armed forces. Such a view and the motives 
which prompt it are self-defeating. Defense of the free world depends as much on 
a strong productive economy as it does on armed strength. The necessary eco- 
nomic strength and morale of its fighting men will not be secured for the free 
countries, if the Mutual Security Program is not permitted to fulfill its objectives 
because of reduction in the authorized foreign-aid funds—either defense or eco- 
nomic defense support. Any possible economy measure in this area can very well 
be the tragic margin which might tempt the Soviets into further aggression against 
the free world, from within or without, with much more costly results for us. The 
economic defense support part of the Mutual Security Program is an essential 
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feature of our effort at achieving security. It is an investment that actually pays 
off 2% times the value of the dollars expended in terms of the defense levels it 
permits the NATO countries to support. By enabling these countries to continue 
to import needed supplies and equipment, the defense support program permits 
them to keep defense and essential production at much higher levels than would 
otherwise be possible. By strengthening the economies of the free world, it 
bolsters the strength and morale of our allies in withstanding Soviet threats from 
within and without. 

The Mutual Security Act passed by Congress recognizes the need for encourag- 
ing economic expansion in the free world to meet the increased requirements for 
defense as well as the equally important need for providing for gradually improved 
living standards, This is a sound approach which can put the free countries in a 
strong position to earry the burdens of maintaining adequate defense levels after 
the build-up with the active support and high morale of their people. Key 
countries for the defense of the free world—such as France and Italy—are still 
exposed to Communist subversion because workers are not yet assured of a hope 
for improving their living standards. Unless adequate appropriations are forth- 
coming and the program is administered so as to encourage economie expansion, 
we will not be sure of our own or the free world’s security. 

The CIO is doing its part as a leading member of the International Confedera- 
tion of Free Trade Unions to help the free trade-unions of the world to remain 
free from Communist influence and domination. We are helping to inspire the 
workers in a free world with a determination to maintain their liberties and to 
improve their standard of living. Working as part of the ICFTU, we are helping 
to assure workers who are desperate through poverty that democracy and im- 
proved living standards do go hand in hand. CIO itself is spending a considerable 
amount of money, approximating one quarter of a million dollars a vear, in this 
battle to keep on our side the minds and hearts of the workers of the free world. 
There has been no direct reward to us for this effort. The only reward we have 
asked is that it help to maintain peace and freedom. The close cooperation 
among free labor unions was instrumental in gaining support for integration and 
strengthening of the Western European economies and defense. The successful 
adoption of the Sehuman Plan and the plan for a kuropean Defense Community, 
for example, can be attributed to a large extent to the effective support of free 
unions. 

I wish to call particular attention to the severe reduction that has been made 
in the funds requested for point 4 aid to south Asia. The Administration’s 
request for such funds for India, Pakistan, Nepal, Ceylon and Burma, and In- 
donesia amounted to $176,000,000. The amount authorized is $118,634,250. 
This is a cut of 32.6 percent, a larger cut than is made for any other category in 
the act. 

It is of critical importance, in our judgment, that at least the full amount 
authorized for this area be appropriated. India holds the key to the suecess 
of the democratic idea in Asia. India itself is deeply committed to a program of 
proving that the democratic way can provide its people with food, with shelter, 
with education and with medical care. It is devoting large funds out of its own 
resources to provide this proof and to achieve these ends. But for the next 5 
years it must have our help. The help authorized by the act is, in our judgment, 
deplorably inadequate. Every cent that has been authorized should be appro- 
priated. 

Let us be perfectly clear about what we are doing in this question of the security 
of our country. Either we mean to protect ourselves from the danger of world- 
wide Communist aggression or we don’t mean it. There are many voices in the 
Congress that scream to high heaven every time they think they have discovered 
some Government file clerk who belonged to an alleged Communist-front 15 
years ago. These professional anti-Communists, as I call them, howl that the 
security of our Nation is being undermined. 

But these same people, when it comes to actually fighting communism where 
the real fight is, in Europe and Asia and Africa and the Middle East, throw up 
their hands and claim we can’t afford it. They think that somehow by some 
magic, the security of our Nation can be bought at Macy’s bargain basement at 
cut-rate prices, 

American workers dislike paying taxes as much as any millionaire and any 
large corporation. Taxes eat not only into our few luxuries but into our necessities 
of life. But we are willing to pay whatever taxes are required in order to preserve 
our liberties. Because as workers we know from first-hand practical experience 
what communism means. 

We of the CIO think that the test of whether we really mean to defend our- 
selves against communism is squarely before this legislative body. And we don't 
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want to have to defend ourselves on the streets of New York, or Chicago, or Des 
Moines if the Russians can be stopped by the unity and strength of the non- 
totalitarian world. 

We of the CIO know how tens of millions of ordinary everyday people through- 
out the world are anxiously watching this body to see what it will do to bolster 
their fight in this common struggle for freedom and peace. We know, as workers, 
how these tens of millions of everyday citizens—who are our best allies—are 
besieged constantly by Soviet propaganda to the effect that the Americans are 
getting tired of this mutual defense program and will soon abandon it and them. 
Soviet Russia is ceaselessly endeavoring to create the fear that when the chips 
are down, isolationism will prevail in America and we will leave the rest of the 
world to fend for itself. 

In our opinion the authorization itself cut too deeply into the amount required 
for our coyymon defense. To cut further is to slash our own throats in the name 
of economy, 

For every dollar we may save, we may have to pay ten or a hundred and oceans 
of blood in addition. We of the CIO say let’s be safe rather than sorry. We 
ask that the full amount be voted as authorized and give the nations of the world 
who are our allies, the assurance that we mean to stay with them until Stalin 
recognizes that military aggression would be the most suicidal step he could take. 
Under the Marshall plan and now through the Mutual Security Program, America 
has been giving the free people of the world a real hope for the future and, in 
turn, helping to sustain our own security and freedom. Let us not now in the 
name of a false economy let down these hundreds of millions of people or take 
the risk of betraying our own future. 





LEAGUE OF WoMEN VOTERS OF THE UNITED STaTEs, 
Washington 6, D. C., June 19, 1952. 
Hon. J. VAUGHN Gary, 
Chairman, House Subcommittee on Appropriations for the Mutual Security 
Program, care of Appropriations Committee, 
House of Representatives, Washington 25, D.C. 

Drar Mr. Gary: Enclosed is a statement by the League of Women Voters of 
the United States on the appropriations for the Mutual Security Program. We 
appreciate being notified that your subcommittee decided to hear testimony from 
private organizations and we ask that this statement be included in the record of 
the committee’s hearings on this bill. 

Sincerely vours, 
Percy Maxim Les 
(Mrs. John G. Lee), 
President. 


STATEMENT BY Mrs. Joun G. Ler, PRESIDENT OF THE LEAGUE OF WoMEN VOTERS 
OF THE UNITED STATES 


The League of Women Voters thanks the House Committee on Appropriations 
for an opportunity to present testimony on appropriations for the Mutual Security 
Program, League members are vitally interested in this program which consti- 
tutes the core of United States foreign policy and they will be gratified to know 
that their views will be taken into consideration by the committee as it prepares 
a bill to report to the entire House. 

The league watched closely the course of the authorization bill for the Mutual 
Security Program through the Congress. When the final vote had been taken by 
both Houses, we became concerned about some of the very large cuts that were 
made. League members, like all taxpayers these days, are heartily in sympathy 
with attempts to weed out waste in Government spending but they do not want 
to see the funds for the Mutual Security Program cut so that the purpose it is to 
serve will be destroyed. Therefore, the league is very anxious that the appropri- 
ations for the Mutual Security Program should not be reduced below what has 
been authorized. 

Our most serious concern is with the program to aid underdeveloped countries 
and the efforts to strengthen the North Atlantic Treaty Organization. These 
parts of the Mutual Security Program were reduced by Congress when it passed 
the bill to continue the program for another year. We sincerely believe that it 
would be most unwise for Congress to make additional cuts in this program. 
Although we realize that the program to expand the economies of the under- 
developed areas is a long-range effort we are extremely impressed with the results 
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that are already evident. The league feels strongly that such programs should 
not be curtailed just when they appear to be making such successful starts. 

The league has always been disappointed that the administration and the Con- 
gress have not given the United Nations a greater role in the technical assistance 
program for the countries in Asia, Africa, and Latin America. The U. N. pro- 
gram is small enough as it is and certainly our contribution should not be reduced. 

We believe that this Mutual Security Program is in the best interests of the 
United States and its citizens, and we hope that the Committee on Appropriations 
will exert its leadership in the House to obtain an appropriations bill that will 
contain funds that are not less than those authorized by Congress. 





WomeEn’s INTERNATIONAL LEAGUE FOR PEACE AND FREEDOM, 
Washington, D. C., June 19, 1952. 
Hovust APPROPRIATIONS COMMITTEE, ; 
House Office Building, Washington, D. C.: 

Enclosed please find a statement to be submitted by the Women’s International 
League for Peace and Freedom in the record of the hearings now being held before 
that committee on the mutual security bill. 

We are sending the material air-mail, special-delivery, to you in the hope that 
it will arrive in time to be printed as a part of the record of these hearings. 

Sincerely yours, 
ANNALEE STEWART, 
(Mrs. Alexander Stewart), 
Legislative Secretary, United States Section, 


STATEMENT SUBMITTED BY THE WoMEN’sS INTERNATIONAL LEAGUE FOR PEACE 
AND FREEDOM 


The United Nations International Children’s Emergeney Fund is probably the 
most popular and widely supported aid program throughout the world. An 
appropriation of $16,481,000 to this organization from the United States is 
contained in the mutual security bill, now under consideration of the House 
Appropriations Committee. The Women’s International League for Peace and 
Freedom has always given full support to the work of UNICEF and the part 
the United States has played in its operation both by supplying technicians and 
financial aid. Because we feel that the work of UNICEF is still of as much 
importance as in previous years, and that the cooperation of the United States 
in this program is still essential, we urge you to support and to report out favorably 
the full amount recommended in the bill. 

During the last year, a tendency has become evident on the part of the United 
States Congress to reduce its financial support of UNICEF. According to the 
organization of the fund, contributions requested by its executive board are 
established according to the ability of each country to give; every contribution 
is necessary to the suecessful planning and accomplishment of each project. 
Because the United States is now the world’s wealthiest Nation, the fund is 
naturally more dependent on it for financial assistance. A refusal of the Congress 
to give the necessary funds would mean a drastic curtailment of all of UNICEF’s 
projects; it could very logically mean the collapse of the organization. 

A second factor to be dealt with in consideration of this appropriation is the 
resolution of the United Nations General Assembly passed unanimously in 
December 1950. This resolution extended the UNICEF program for an addi- 
tional 3 years, and, in effect, obligated the United States, as a contributing 
member, to continue its support for this period. However, the Congress has 
raised several objections regarding the operation of the fund and by this means, 
attempted to renounce this obligation. Critidism has been aimed at the duplica- 
tion of the work of the fund and other United Nations’ agencies, such as FAO 
and WHO; the programs of these agencies have now been interrelated, and there 
is close inne in many projects. Further objection was raised against the 
emergency feature of the fund’s program, since emergency situations have been 
lessened to such a great degree. The fund has taken on a series of long-range 
projects in cooperation with the other United Nations’ agencies mentioned. 
These have been increasingly successful because of the financial basis, the so- 
called matching formula, which not only offers to each country financial and 
technical assistance, but also demands a proportionate amount of the same 
assistance from them. This, of course, enables nations to receive necessary aid 
and at the same time maintain their self-respect. The reluctance of the Congress 
to continue full financial support on the basis of these criticisms is a baseless 
denial of a responsibility that had been accepted. 
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Certain values for the United States in cooperating with such an agency as 
UNICEF are obvious. The gains have come in the field of good international 
relations. Reeeiving countries are aware that the United States plays a large and 
almost controlling part in the fund’s operations, and have been grateful for this 
country’s contribution to and support of the fund. In other words, in this area, 
the United States has created a psychological climate of friendliness by working 
through this United Nations agency. It would seem tragic at this point to 
withdraw support of something which we can well afford, and to lose not only 
this reputation, but also possibly cause the failure of sueh a worthy organization, 


STATUS OF LEND-LEASE, SURPLUS PROPERTY AND WAR ACCOUNTS 
WITH FOREIGN GOVERNMENTS 
(The matter referred to on page 312, received too late for printing 
in order, follows:) 


Status of accounts under outstanding lend-lease agreements, | surplus property agree- 
ments, over-all war accounts settlement agreements? and lend-lease pipeline agree- 
ments with foreign governments, as of Mar. 31, 1952 


Balance outstanding as of Mar. 31, 1952 








Country Type of agreement 
Lend-lease wit ld Pipeline 

Australia _. Over-all $1,614.56 | 3 $5,928, 840. 55 ; eae ge 

Austria ‘ Surplus property 8, 361, SS3.85 

Belgium : Over-all 416, 186, 933. 58 

Burma Surplus property 43, 918, 536. 72 

China . Surplus property and pipe- #46, 079, 237.29 | $50, 256, 112. 99 
line. 

China (dockyard agree- Surplus property __- 4,321, 154. 38 ae ah Heeee 

ment). 

Crechoslovakia do ee 4 4, 949, 867. 94 scene 

Denmark_. oe do ; OS ft ree en ey ae ce 

Ethiopia ... Lend-lease___- 129, 168. 20 ws 

Finland Surplus property 17, 678, 613. 47 ; a 

France ‘ Over-all 344, 591, 182.42 |4317, 244, 264. 49 oes 

Germany Surplus property 15, 877, 402. 64 ise 

Greece do . 759. 53 , oe 

Hungary do : 736. 05 — 

Iceland 4 do , 483. 37 f. 

India Over-all 2, 424. 24 

Indonesia Surplus property , 318. 50 i 

Iran Lend-lease and surplus prop- 711, 753. 36 7, 463.17 ie 
erty 

Italy Surplus dential , 132. 50 E 

Japan do , 734, 55 

Korea do O19. 42 

Lebanon do 873. 05 

Netherlands Over-all 16, O89, 751. 24 5 . 864. 57 

New Zealand do 3, 856, 929. 38 ie 

Norway Lend-lease and surplus 5, 900, 000. 00 3, 756, SOS, 32 oe 
property. 

Philippines Surplus property 1, 506, 743. 63 

Poland do . 436, 125, 894. 17 

Sweden do 1, 137, 073. 22 

Thailand do 43, 742, 308. 56 

Turkey do 41, 269, 138.15 

Union of South Africa do r 426, 654. 68 

U.8.8.R Pipeline 231, 322, 533. 2 

United Kingdom and = Over-all ‘ 544, 781,282.70 4 50, 627, 842. 43 

colonies. 

Yugoslavia Lend-lease 260, 634. 80 

American Republics Lend-lease and surplus 29, 295, 752. 11 531, 709. 20 14, 947. 41 
property. 

Potal 971, 761, 139. 29 | 944, 228, 837. 37 281, 593, 593. 68 


Dees not include certain contingent cash accounts 
2 This type of agreeinent covers lend-lease, reciprocal aid, surplus property, Claims and various war 
yecounts 
Payaole in local currency. All other accounts payable in United States dollars over a period of years. 
However, most of the agreements contain a clause giving the United States an option te request accelerated 
payments on account in local currency which can be used for specific purposes 
* Agreements contain a limitation on the amount of local currency which can be requested for certain 
purposes by the United States in any one year. 


Note.— Most of the above agreements call for payment in United States dollars of the amount owed in 
innual installments over a period of years, There are variations in the payment terms and in the time 
periods so that to get the detailed picture on each agreement it would be necessary to study carefully the 
specific provisions of each agreement 
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